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FOURTH  ANNUAL  REPORT  OF  THE 

TRADE  PROMOTION  COORDINATING 

COMMITTEE— 1996 


WEDNESDAY,  SEPTEMBER  25,  1996 

U.S.  Senate, 
Committee  on  Banking,  Housing,  and  Urban  Affairs, 

Subcommittee  on  International  Finance, 

Washington,  DC. 

The  Subcommittee  met  at  10:05  a.m.,  in  room  SD-538  of  the 
Dirksen  Senate  Office  Building,  Senator  Christopher  S.  Bond 
(Chairman  of  the  Subcommittee)  presiding. 

OPENING  STATEMENT  OF  SENATOR  CHRISTOPHER  S.  BOND 

Senator  Bond.  Welcome  to  the  hearing  of  the  International  Fi- 
nance Subcommittee  on  the  Fourth  Annual  Report  of  the  Trade 
Promotion  Coordinating  Committee. 

We'll  come  to  order. 

As  I  have  indicated  to  the  Ambassador,  this  is  an  extremely  busy 
time  of  year.  We  have  lots  of  people  who  are  interested  in  tMs  and 
they  all  have  other  places  that  they  have  to  be. 

They  have  assured  that  they're  going  to  be  here  as  soon  as  they 
can.  Our  Minority  Members  have  asked  us  to  go  ahead,  probably 
realizing  that  I  would  begin  with  my  opening  statement,  which  is 
well  worth  missing. 

[Laughter.] 

They  hope  to  be  here  in  time  to  hear  Ambassador  Eizenstat's 
testimony. 

As  I  have  indicated,  this  hearing  is  being  held  to  receive  the 
National  Export  Strategy  Report  from  the  Trade  Promotion  Coordi- 
nating Committee. 

It's  an  honor  to  have  Ambassador  Stuart  Eizenstat,  the  Under 
Secretary  of  International  Trade  at  the  Department  of  Commerce, 
to  present  this  year's  report. 

In  1992,  I  introduced  legislation  for  trade  promotion  and  one  part 
of  that  legislation  was  to  set  up  a  Trade  Promotion  Coordinating 
Committee,  with  the  expectation  that  this  would  bring  together  all 
of  the  diverse  elements  in  the  Federal  Government  designed  to  pro- 
mote foreign  trade,  to  promote  exports. 

I  have  seen  working  in  that  field  as  a  Grovemor,  and  then  in  my 
efforts  as  a  Senator,  how  the  activities  were  so  diffuse,  that  some- 
times two  or  three  or  even  more  agencies  were  trying  to  do  the 
same  thing,  obviously  not  taking  advantage  of  the  expertise  they 
had  elsewhere. 

(1) 


I  was  very  fortunate  that  Senator  Riegle,  who  was  then  Chair- 
man of  the  Committee,  Senator  Sarbanes,  and  Senator  D'Amato,  in 
passing  the  Export  Enhancement  Act  of  1992,  generally  saw  the 
need  for  a  unified,  aggressive  Federal  exix)rt  strategy  and  included 
something  called  the  TPCC. 

This  is  the  fourth  report  that  we've  received  and  I  have  to  say 
that  I  am  most  grateful  for  the  amount  of  effort  and  resources  the 
Administration  has  invested  in  the  TPCC  process,  and  in  export 
promotion  in  general. 

I  think  we  all  need  to  recognize  the  tremendous  contributions 
made  in  this  area  by  the  late  Ron  Brown.  Secretary  Brown  was  a 
driving  force  in  the  trade  promotion  efforts  of  the  United  States, 
as  Chairman  of  the  Trade  Promotion  Coordinating  Committee.  He 
was — no  question  about  it — one  of  the  finest  advocates  for  Amer- 
ican business  and  American  exports. 

We  hope  that  the  Administration  will  continue  to  advance  U.S. 
exports  with  the  same  vigor  and  enthusiasm  as  shown  by  Secretary 
Brown.  I  have  the  greatest  confidence  in  Ambassador  Eizenstat. 
And  when  we  can  keep  Mickey  Kantor's  eye  on  the  ball,  nobody  can 
be  more  aggressive  than  my  old  friend,  Mickey,  with  whom  I  used 
to  play  on  the  same  softball  team. 

I  can  tell  you  stories  when  we're  not  on  the  record  about  Mickey's 
aggressiveness.  But  I'm  just  delighted  that  he  is  available  to  apply 
that  aggressiveness  to  the  promotion  of  American  exports. 

I  had  the  opportunity  to  review  the  report  that  you're  submitting 
today  and  I'm  pleased  that  we  continue  to  make  advances  on  last 
year's  initiatives  to  enhance  our  efforts  in  promoting  exports  to  the 
Big  Emerging  Markets.  I  think  this  is  where  the  action  is  going  to 
be.  I'm  also  pleased  to  see  our  progress  in  improving  Federal  serv- 
ices to  exporters  through,  in  part,  the  establishment  of  commercial 
centers  to  provide  increased  access  to  Government  information. 

Having  said  that,  there  are  still  some  obstacles  to  success  in  the 
export  promotion  area.  The  TPCC,  I'm  glad  to  see,  is  addressing 
one  of  those  areas  of  great  concern,  and  that  is  the  availability  of 
export  financing,  especially  for  America's  small  businesses. 

The  problem  of  access  to  trade  finance  for  small  business  export- 
ers is  especially  important  to  the  success  of  our  export  promotion 
activities  as  a  whole.  I  found  in  my  experience  that  our  larger  com- 
panies are  usually  way  out  in  front  in  their  efforts  abroad.  But  we 
have  had  the  greatest  difficulty  with  the  medium-  and  small-sized 
exporters,  trying  to  bring  them  in,  provide  them  the  expertise,  give 
them  the  courage  and  the  knowledge  and  financing. 

Wearing  another  hat,  I  serve  as  Chairman  of  the  Small  Business 
Committee  and  there  I  hear  all  too  often  of  the  problems  faced  by 
small  businesses  in  getting  loans  to  finance  the  exports  of  their 
products.  The  paperwork  and  bureaucracy  is  something  they  have 
remarked  about,  along  with  the  reluctance  of  local  and  regional 
banks  to  undertake  the  risks  involved  in  offering  such  financing. 
This  all  makes  it  difficult  to  find  sources  capable  or  willing  to  han- 
dle these  kinds  of  loans. 

The  proposed  SBA  and  Ex-Im  Bank  pilot  program  to  increase  the 
ability  of  small  banks  to  extend  loans  for  export  financing  is  a  wel- 
come step  toward  helping  small  businesses  take  advantage  of  the 
growing  and  increasingly  competitive  international  marketplace. 


Also,  I  think  it's  very  important  that  we  continue  our  efforts  to 
curb  foreign  bribery  through  unilateral  and  multilateral  measures. 
That  is  of  tremendous  importance  to  this  Committee  and  it's  vitally 
important  to  the  success  of  U.S.  exports. 

I  think  I  can  speak  for  all  of  my  colleagues,  not  only  on  this  Com- 
mittee, but  in  the  Senate,  when  I  say  that  we're  going  to  continue 
to  monitor  these  trading  practices  and  see  what  we  can  do  to  assist 
in  the  efforts  to  stop  the  bribery.  To  continue  to  expand  our  Na- 
tion's export  markets  and  potential,  American  firms  need  to  know 
that  their  Gk)vemment  is  behind  them  in  their  efforts.  I  hope  that, 
through  the  efforts  of  the  TPCC,  working  in  coordination  with  this 
Committee  and  Congress,  we  can  eventually  get  to  a  point  where 
all  of  our  companies  are  truly  on  a  level  international  playing  field. 

I  might  say  that  we  are  working  right  now  on  two  measures  to 
come  out  of  this  Subcommittee.  The  time  is  short,  very  short  in  this 
session.  That's  good  news  and  bad  news. 

The  bad  news  is  we  don't  have  much  time  to  get  the  reauthoriza- 
tion of  the  export  programs,  the  ITA,  essentially  in  Commerce,  and 
the  Export  Administration  Act,  which  is  also  of  concern.  That's  the 
bad  news. 

The  good  news  is,  with  the  short  time,  maybe  people  will  focus 
their  attention.  I  believe  it  was  Samuel  Johnson  who  said:  There's 
nothing  like  the  prospect  of  a  hanging  in  the  fortnight  to  con- 
centrate one's  attentions. 

As  far  as  some  of  these  export  programs  go,  there  is  a  hanging 
in  somewhat  less  than  a  fortnight.  I  hope  we  can  bring  everybody 
together  and  get  something  passed  without  extensive  Floor  debate. 

I  commend  the  20  agencies  of  the  TPCC  for  their  efforts  in  put- 
ting together  this  year's  report  and  I  look  forward  to  turning  to 
Ambassador  Eizenstat. 

I  would  like  to  express  my  appreciation  and  welcome  our  col- 
league, a  Member  of  this  Committee,  Senator  Bennett. 

Senator  Bennett,  do  you  have  any  statements? 

OPENING  COMMENT  OF  SENATOR  ROBERT  F.  BENNETT 

Senator  Bennett.  I  have  no  opening  statement. 
Senator  Bond.  All  right.  Then  we  shall  go  directly  to  the  Under 
Secretary. 
Mr.  Ambassador. 

OPENING  STATEMENT  OF  STUART  E.  EIZENSTAT 

UNDER  SECRETARY  OF  COMMERCE 

FOR  INTERNATIONAL  TRADE 

Mr.  Eizenstat.  Thank  you,  Mr.  Chairman,  Senator  Bennett.  It's 
an  honor  to  be  with  you. 

If  I  may,  just  on  a  personal  level,  say  to  you,  Mr.  Chairman,  that 
your  support  for  the  ITA,  for  our  export  programs  in  general,  is 
greatly  appreciated.  You  have  been  a  real  champion  for  America's 
exporters,  particularly  the  small  exporters  who  we  need  to  encour- 
age to  a  much  greater  extent  to  export. 

You  have  also  been  a  great  personal  friend  and  advisor  to  me, 
as  I've  assumed  my  post,  and  I've  appreciated  the  accommodations 
you  have  made  and  the  assistance  you  have  provided. 


We  believe  that  this  Fourth  Annual  Report  is  the  most  far-reach- 
ing and  substantive  that  the  TPCC  has  produced.  It  is  further  evi- 
dence of  your  wisdom,  Mr.  Chairman,  in  taking  the  leadership  and 
establishing  the  Export  Enhancement  Act  of  1992,  in  creating, 
therefore,  a  cross-cutting,  effective  mechanism  for  all  U.S.  Govern- 
ment agencies  to  work  together  to  promote  American  exports.  The 
help  that  Senator  Sarbanes  and  others  have  given  is  richly  appre- 
ciated as  well.  This  was  indeed  a  bipartisan  effort. 

It  has  been  a  team  effort  in  putting  this  report  together  and  I 
want  to  express  my  appreciation  for  the  leadership  and  parti- 
cipation of  Tino  Kamarck  of  Ex-Im  Bank,  Phil  Lader  of  the  SBA, 
Ruth  Harkin  of  OPIC,  Joe  Grandmaison  of  the  TDA,  and  many  of 
my  colleagues  who  are  here  today  from  Treasury,  Agriculture,  the 
USTR,  the  0MB,  and  many  other  agencies. 

In  regard  to  OPIC,  if  I  may,  I  would  like  to  take  this  opportunity 
briefly  to  urge  Congress  to  pass  a  1-year  extension  of  OPIC,  with 
flexibility  to  continue  operating  its  programs  as  provided  in  various 
bills  in  Congress.  OPIC  plays  a  key  role  in  our  National  Export 
Strategy.  It  finances  programs  that  are  unique  and  necessary  for 
American  business,  without  which  we  would  be  in  even  more  dif- 
ficulty in  our  competitive  race.  I  hope  Congress  will  not  let  this  es- 
sential program  lapse. 

My  written  statement,  Mr.  Chairman,  explains  in  some  detail 
what  we  have  considered  to  be  our  accomplishments  over  the  year. 
I  would,  in  the  interest  of  time,  not  dwell  on  those.  Suffice  it  to  say 
that  through  our  advocacy  center,  we  continue  to  advocate  on  be- 
half of  U.S.  business.  We  now  have  15  one-stop  export  centers — the 
USEAC's — and  we'll  have  four  more  by  the  end  of  this  year. 

Senator  Bond.  Mr.  Ambassador,  I  should  make  clear  that  the  full 
statement  and  the  report  will  be  made  part  of  the  record.  I  will 
personally  urge  my  colleagues  on  the  Committee  to  review  them 
carefully.  I  think  it's  very  quick  reading,  but  it's  very  important 
reading.  We  will  accept  those  for  the  record.  Thank  you. 

Mr.  EiZENSTAT.  I  appreciate  it,  and  it  may  even  be  better  than 
Sominex  in  putting  somebody  to  sleep  at  night,  if  they^re  having 
difficulty. 

[Laughter.] 

I  would  like  to  go  immediately  to  our  new  initiatives.  There  are 
two  in  particular,  our  efforts  at  dealing  with  the  scourge  of  trans- 
national bribery  and  the  new  efforts  we  are  making  to  respond  to 
the  financing  needs  of  small  business,  to  which  you  referred,  that 
I  would  like  to  concentrate  on.  I  would  also  like  to  touch  on  three 
emerging  commercial  policy  issues  which  have  not  been  previously 
addressed  in  our  reports  and  have  received  almost  no  public  visi- 
bility; the  problem  with  standards,  with  technical  assistance,  and 
with  defense  offsets  as  barriers  to  U.S.  exports. 

First,  if  I  may,  let  me  concentrate  on  transnational  bribery  be- 
cause nothing  is  more  important  than  dealing  with  this  problem. 
It  is  costing  us  tens  of  billions  of  dollars  a  year. 

Since  it  is  by  nature  illicit  and  covert,  the  degree  of  its  mag- 
nitude can't  be  defined  with  any  great  precision.  However,  since 
mid- 1994,  our  best  estimates  are,  from  what  we  have  learned,  that 
allegations  of  bribery  by  foreign  firms  have  existed  in  139  commer- 
cial contracts,  valued  at  $64  billion.  We  estimate  U.S.  firms  lost  36 


of  these  contracts,  valued  at  $11  billion.  Although  it's  unclear  that 
bribery  was  always  the  decisive  factor,  it  was  at  least  a  factor.  In 
the  other  cases,  by  the  way,  the  other  100,  in  a  vast  majority  of 
these  cases,  we  believe  for  those  who  won  the  contract,  even  though 
U.S.  companies  may  not  have  been  involved,  bribery  was  also  a 
decisive,  or  at  least  a  significant,  factor.  Since  these  figures  only 
represent  cases  which  have  come  to  our  attention,  we  suspect  the 
magnitude  of  the  problem  is  even  greater  than  these  estimates. 

To  address  these  problems,  the  Clinton  Administration,  through 
the  TPCC  and  the  NEC,  has  worked  together  over  the  past  year 
to  develop  a  comprehensive,  Government- wide  response  to  reduce 
foreign  corrupt  practices.  This  is  particularly  important,  Mr.  Chair- 
man and  Senator  Bennett,  to  level  the  playing  field  because  our 
companies  are  the  only  companies  in  the  world  subject  to  a  statute, 
the  Foreign  Corrupt  Practices  Act,  which  in  fact  criminalizes  for- 
eign bribery.  All  of  our  competitors  have  no  such  criminal  statutes 
on  their  books.  Therefore,  we  have  to  do  more  to  raise  their  level 
to  ours,  of  course,  and  not  to  lower  our  level  to  theirs.  Our  report 
lays  out  the  key  efforts  we  have  focused  on,  both  multilaterally  and 
domestically.  We  have  done  so  in  close  contact  with  our  business 
community. 

On  the  multilateral  strategy,  there  are  four  prongs;  the  OECD, 
the  OAS,  international  financial  institutions,  and  the  WTO.  If  I 
may,  I  will  briefly  touch  on  each  one  of  these. 

At  the  May  1996  OECD  Ministerial  meeting,  in  which  I  partici- 
pated, we  were  able  to  get  countries  for  the  first  time,  all  26  coun- 
tries of  the  OECD,  to  adopt  a  recommendation  calling  on  member 
countries  to  deny  tax-deductibility  of  bribes  and  to  agree,  at  least 
in  principle,  to  criminalization.  Now,  believe  it  or  not,  there  are 
still  a  number  of  major  European  countries  that  permit  bribes  to 
be  deducted  as  ordinary  and  necessary  business  expenses.  Over  the 
ensuing  year,  we  will  work  to  ensure  that  OECD  members  follow 
through  on  these  tax  changes  and  that  we  complete  our  agenda  on 
criminalization  of  bribery  by  the  1997,  spring  OECD  Ministerial. 

We  also  had  an  important  breakthrough  in  Latin  America,  where 
we  were  able  to  achieve  the  adoption  of  an  OAS  convention  on  brib- 
ery and  corruption,  the  first  anti-corruption  treaty  in  the  world, 
which  we  will  seek  to  have  signatories  ratify  and  implement  as 
soon  as  possible.  None  have  yet  done  so,  but  the  fact  that  it  was 
passed  is  very  important. 

The  third  prong  on  the  multilateral  phase  is  the  international 
financial  institutions.  Here,  with  the  leadership  of  our  Treasury 
Department  and  Jim  Wolfenson,  the  Chairman  of  the  World  Bank, 
the  World  Bank  has  adopted  for  the  first  time  stringent  anti-brib- 
ery procurement  rules.  We  want  these  to  be  replicated  in  all  other 
international  financial  institutions  to  which,  after  all,  U.S.  tax- 
payers are  at  least  indirectly  paying.  Treasury  will  work  closely 
with  the  IFI's  to  ensure  strong  anti-bribery  requirements  and  their 
multi-billion-dollar  contracts. 

Finally,  we  are  seeking  agreement  at  the  WTO  Ministerial  to 
begin  negotiations  of  an  interim  Government  procurement  agree- 
ment to  focus  on  the  principles  of  transparency  and  due  process. 
Adopting  these  principles  will  help  deter  bribery,  since  this  illicit 
activity  has  difficulty  thriving  in  the  light  of  day. 


We  are  complementing  this  strategy  with  a  domestic  strategy  as 
well.  This  takes  a  number  of  steps. 

The  first  is  we  are  now — and  I  frankly  signed  off  literally  this 
morning  on  our  new  Advocacy  Guidelines — ^for  those  companies 
coming  to  us  and  asking  to  advocate  on  their  behalf  to  foreign  gov- 
ernments for  U.S.  contracts,  conditioning  our  advocacy  for  the  first 
time,  to  make  sure  that  any  company  seeking  it,  through  either  its 
affiliate  or  its  foreign  parent,  certifies  that  it's  not  paying  a  bribe 
to  win  the  contract  for  which  they're  requesting  advocacy  and  that 
they  maintain  and  enforce  a  corporate-wide  policy  against  bribery 
of  foreign  officials.  This  is  very  important  because  it's  the  first  time 
that  we  will  reach  the  foreign  parent.  Let  me  give  you  an  example. 

ABB  America,  Siemens,  or  Ericsson,  through  their  American  af- 
filiates, have  the  right  and  do  receive  advocacy  because  they  em- 
ploy tens  of  thousands  of  Americans. 

We're  now  saying  that  their  parent  companies  can't  bribe  on 
those  same  contracts  and  they  also  have  to  have  corporate-wide 
policies  in  effect  against  bribery. 

We  will  also  amend  Ex-Im  Bank's  Supplier  Certificate  and 
OPIC's  insurance  application,  in  both  cases  to  strengthen  their 
anti-bribery  provisions. 

At  the  Commerce  Department,  we  are  now  establishing  a  new 
hotline  for  reporting  possible  instances  of  bribery  of  foreign  officials 
by  non-U. S.  companies,  and  we're  putting  this  in  place  over  the 
next  few  weeks. 

We  are  not  going  to  solve  this  problem  overnight,  but  we're  en- 
couraged by  the  recent  progress  and  the  growing  public  support  in 
many  countries  for  our  approach.  I  think  it  reflects  a  realization 
that  transnational  bribery  sets  economic  growth  back  and  under- 
mines democratic  and  free  market  systems. 

The  second  initiative  I  would  like  to  refer  for  your  attention  is 
on  the  small  business  front,  where  Ex-Im  Bank  and  the  SBA  have 
developed  under  the  umbrella  of  the  TPCC  some  very  exciting  new 
proposals.  This  resulted  from  seminars  we  held  around  the  country 
and  meetings  with  small  and  large  banks,  who  indicated  to  us  that 
one  of  the  greatest  barriers,  Mr.  Chairman,  and  you  mentioned  it 
in  your  own  opening  statement,  to  increased  smzdl  business  export- 
ing is  the  difficulty  in  obtaining  working  capital  for  the  production 
of  export  products  and  direct  export  financing. 

To  make  a  long  story  short,  small  businesses  deal  in  their  day- 
to-day  work,  as.  Senator  Bennett  and  Senator  Bond,  you  would 
know,  with  community  banks.  They  don't  deal  with  money-center 
banks  in  New  York.  These  community  banks  don't  have  the  in- 
house  expertise  to  do  expK)rt  financing.  Likewise,  the  large  money- 
center  banks  who  do  export  financing  and,  by  the  way,  only  about 
100  of  the  9,000  banks  in  this  country  do  any  substantial  amount 
of  export  financing,  frankly  don't  want  to  be  bothered  with  small 
transactions.  It's  just  not  worth  their  while  in  terms  of  the  paper- 
work involved.  We  knew  we  had  a  gap  to  fill  and  we  worked  very 
hard  to  fill  it. 

Let  me  address  the  two  programs  that  I  think  are  very  exciting. 
They  are  pilot  programs  that  we  think  will  really  fill  this  gap,  and 
I  consider  this  a  real  innovation. 


First,  the  SBA  is  developing  a  new  tool  to  assess  international 
risks  associated  with  export  financing  loans.  We  are  trying  to  take, 
in  effect,  the  risk  largely  off  of  the  shoulders  of  those  community 
banks,  some  7,000  with  whom  the  SBA  already  deals  as  community 
bank  lenders.  The  purpose  is  to  expand  their  short-term  credit. 

We'll  use  a  new  decisional  guidance  feature  where  there  will  be 
a  short  form.  If  five  to  seven  questions  are  answered  affirmatively, 
the  bank  will  know  that  the  SBA,  barring  something  highly  un- 
usual, will  approve  that  export  loan.  We  are  guaranteeing,  and. 
Senator  Bond,  this  is  something  you  insisted  on,  and  properly  so, 
a  3-day  turnaround  for  approval.  It  will  cover  loans  up  to  $250,000. 
The  SBA  will  cover  losses  on  a  bulk  basis  rather  than  a  trans- 
action-by-transaction basis. 

Second,  and  equally  exciting,  is  the  new  Ex-Im  Bank  pilot  pro- 
gram, which  is  in  a  way  modeled  after  the  way  our  secondary  home 
mortgage  market  works  and  will  address  the  lack  of  availability  of 
reasonably  priced  buyer  financing  for  small  businesses.  In  effect, 
we  will  have  two  levels  of  banks.  We  will  have  participating  banks 
and  originating  banks.  The  originating  banks  will  be  the  smaller 
banks  in  small  communities  who  have  not  been  willing  to  make 
loans  thus  far. 

To  make,  again,  a  long  story  short,  they  will  be  able  to  take  their 
export  loans — that  the/11  now  be  encouraged  to  make — and  sell 
them  to  participating  banks,  the  large  money-center  banks,  at  a 
discount.  This  provides  an  avenue  for  increased  business  for  the 
large  banks  already  in  the  export  business  because  they'll  have  a 
whole  new  avenue  of  business.  But  it  also  means  that  these  smaller 
banks  won't  have  to  keep  these  trade  receivables  as  assets  on  their 
account,  and  will  be  able  to  immediately  sell  them  and  get  a  cash- 
flow for  them.  It  creates  a  real  sjmergistic  system  between  smaller 
and  larger  banks. 

In  effect,  we're  creating  for  the  first  time,  if  this  works,  and  we 
believe  it  will,  a  new  secondary  market  in  export  financing  by  bun- 
dling loans  into  standardized  packages.  These  packages  will  be  as- 
sessed by  an  actuary  as  a  whole  rather  than  on  a  transaction-by- 
transaction  basis.  These  will  cover  loans  of  $1  million  or  less  and 
will  have  a  simplified  process,  reduced  risks,  and  much  lower  costs. 

The  SBA  hopes  to  implement  its  program  by  early  next  year  and 
Ex-Im  Bank  plans  further  development  of  its  proposal  during  this 
fiscal  year  on  an  experimental  basis.  Both  plan  to  consult  closely 
with  you  in  Congress.  We  will  continue  to  consult  with  the  banking 
community,  with  whom  I  have  already  had  many  meetings,  and  re- 
lated U.S.  Government  agencies  to  refine  these  proposals. 

I  would  like  to  close  by  just  touching  on  three  new  areas;  the  ex- 
clusionary use  of  standards,  technical  assistance  efforts,  and  offsets 
in  trade. 

On  the  use  of  product  standards,  I  first  saw  this  during  my  over 
IVi  years  as  U.S.  Ambassador  to  the  European  Union.  I  became 
very  concerned  about  it  and  I'm  glad  to  say  that  we're  now  begin- 
ning to  move  on  it. 

To  make,  again,  a  long  story  short,  the  European  Union,  and 
Japan  in  particular,  achieve  an  advantage  by  going  into  emerging 
markets  and  getting  those  emerging  markets  to  adopt  their  stand- 
ards for  products,  which  therefore  guarantees  them  a  market  and 
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makes  it  more  difficult  for  our  companies,  particularly  smaller  com- 
panies who  don't  have  the  in-house  resources  to  perform  testing  up 
to  European  standards  or  Japanese  standards.  They  can't  afford 
the  high  cost  of  submitting  their  procedures  for  compliance  assess- 
ments for  different  standards.  It  gives  the  European  Union  and 
Japan  a  built-in  advantage. 

We're  trying  to  reduce  this  advantage  through  a  number  of  fea- 
tures. One  is  negotiating  what  we  call  Mutual  Recognition  Agree- 
ments, which  will  allow  our  companies  to  test  in  our  market  to 
European  standards,  without  having  to  go  through  duplicative  tests 
in  Europe,  and  vice  versa.  We're  also  strengthening  our  monitoring 
of  the  WTO's  Technical  Barriers  to  Trade  Agreement,  and  we've 
begun  to  develop  a  long-term  program  focused  on  harmonization  of 
standards  internationally,  working  closely  with  industry. 

Our  goal  is  quite  simple:  A  single  test  of  a  given  product  against 
a  worldwide  standard,  cutting  red  tape  and  avoiding  this  built-in 
advantage  which  our  European  and  Japanese  competitors  are  re- 
ceiving by  getting  third  countries  to  adopt  their  standards. 

A  second  new  barrier  not  heretofore  laid  out  is  technical  assist- 
ance. We  found  that  it  is  in  fact  a  powerful  commercial  tool  for  our 
competitors.  It's  used  by  our  competitors  to  smooth  the  way  for 
their  firms  to  get  in  on  the  ground  floor  of  billion-dollar  projects  in 
emerging  areas. 

What  they  do  is  take  very  small  engineering  and  advisory  con- 
tracts, which  are  the  precursors  to  multi-billion-dollar  procurement 
contracts  for  airports  and  highways  and  so  forth.  They  then  send 
in  their  technical  advisors,  help  with  the  writing  of  standards,  help 
with  the  bid  preparation,  help  with  the  technical  training  and  writ- 
ing, but  they  do  it,  obviously,  in  ways  that  are  tilted  to  help  their 
companies  and  their  countries.  We  find,  before  we  wake  up,  that 
our  companies,  in  bidding  for  these  contracts,  are  already  bidding 
against  specs  that  have  been  designed  against  us. 

Now,  we  have,  through  our  Trade  and  Development  Agency,  an 
agency  which  has  the  capacity  to  help  us  avoid  this.  But  we're  woe- 
fully outspent.  Our  plan  is  to  become  much  more  aggressive  in  this 
area,  focusing  both  AID  and  TDA,  through  our  development  assist- 
ance and  technical  assistance  programs,  to  help  and,  in  effect,  off- 
set this  advantage. 

The  third  area  is  the  area  of  defense  offsets.  Offsets  in  the  de- 
fense area  are  compensation  packages  required  by  foreign  govern- 
ments as  a  condition  of  their  contract.  If  I  may  say  so,  Senator 
Bond,  with  McDonnell-Douglas,  this  is  a  particular  issue,  as  you 
know,  in  terms  of  their  sales.  This  includes  things  like  mandatory 
coproduction,  subcontractor  production,  or  the  requirement  that  we 
transfer  a  given  amount  of  our  technology  to  these  third  countries 
as  a  condition  of  their  granting  this  military  contract. 

For  the  first  time,  we're  talking  a  serious  look  at  this.  At  issue 
is  whether  these  requirements  of  offsets  by  foreign  governments 
may  be  reducing  employment,  industrial,  and  trade  benefits  that 
will  accrue  from  the  sale  of  defense  articles. 

Now,  it's  not  a  one-way  street.  We  know  that  there  are  some 
cases  where  offsets  may  actually  give  our  firms  competitive  advan- 
tage by  at  least  getting  us  in  on  the  ground  floor.  But  we  plan  dur- 
ing this  coming  year  to  review  the  effect  of  defense  offsets  and  also 


to  begin  to  look  at  the  effect  of  offsets  on  commercial  markets  be- 
cause we're  finding  increasingly,  in  the  commercial  area,  for  large 
commercial  contracts — again,  airports  and  so  forth — these  countries 
will  say,  OK,  we  may  give  you  a  contract,  but  only  if  you  will,  in 
effect,  compensate  us. 

In  the  meantime,  we  have  launched  a  process  in  defense  offsets 
that  will  lead  us  to  negotiations  with  our  trading  partners  to  limit 
these  practices.  Before  we  launch  these  negotiations,  we'll  closely 
consult  with  industry,  defense  contractors,  and  our  trading  part- 
ners. We  will  review  and  modify  our  own  Government  policies  in 
an  effort  to  develop  a  balanced  approach  to  this  difficult  problem. 

Let  me  conclude  by  saying  that  we  are  today  an  export  power- 
house— $787  billion  in  exports  last  year.  Over  the  last  3  years, 
1^2  million  jobs  supported  as  a  direct  result  of  increased  exports. 
Almost  a  third  of  our  total  economic  growth  since  1993  is  attrib- 
utable to  exports.  That's  a  very  important  figure  because  only 
about  12  percent  of  total  GDP  is  exports.  The  fact  is  that  a  dis- 
proportionate amount  of  our  economic  growth  is  actually  coming 
from  exports. 

Last  year,  we  reached  an  important  turning  point  when  export 
growth  actually  exceeded  import  growth.  Nothing  less  than  our 
standard  of  living  is  at  stake  because  we  found  that  workers  in 
export-related  industries  actually  get  paid  around  15  percent  more 
than  the  average  salary  in  the  country. 

That  is  why  a  strategic  National  Export  Strategy  that  addresses 
long-term  competitiveness  is  so  important. 

This  year's  report  clearly  sets  the  stage  to  ensure  that  U.S.  ex- 
porters can  fulfill  their  potential  abroad  and  continue  to  create 
good  jobs  here  at  home. 

I  want  to  say,  again,  on  a  personal  basis,  I  have  spent  more 
time  in  preparing  these  TPCC  reports  since  I've  come  back  from 
Brussels  in  April  than,  I  think,  on  any  other  single  function. 

I  am  absolutely  convinced.  Senator,  that  your  leadership  and 
that  of  other  Members  of  this  Committee  was  well  placed  in  creat- 
ing this  organization. 

Senator  Bond.  Thank  you,  Mr.  Ambassador.  I  appreciate  the 
amount  of  work  and  effort  that  has  gone  into  this.  Obviously,  you 
have  addressed  a  number  of  very  important,  very  pressing  ques- 
tions. 

OPIC  is,  I'm  told,  not  within  the  jurisdiction  of  this  Committee. 
Foreign  Relations  has  it.  They  are  looking  at  the  Foreign  Oper- 
ations appropriation  to  get  OPIC  reauthorized.  We  could  go  the  ap- 
propriations route  if  everything  falls  apart,  but  we  are  going  to  try 
to  move  the  ITA  efforts. 

Having  just  finished  up  a  very  contentious  appropriations  bill 
that  was  loaded  beyond  our  wildest  dreams  with  authorizing  legis- 
lation, I  like,  wherever  possible,  to  do  it  in  the  normal  format. 
Sometimes  that  doesn't  work. 

Just  a  comment  on  the  specifications  and  standards.  In  some  of 
our  trips  abroad,  we  have  heard  and  seen  first-hand  of  how  effec- 
tively a  foreign  country  can  put  our  exporters  in  a  blind  alley,  a 
total  dead-end.  If  they  get  there  first  and  write  the  standards,  the 
specifications,  we're  out  of  the  ball  game. 
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If  you  have  specific  recommendations  on  legislative  support,  we 
need  to  enhance  your  efforts  in  that  area,  please  let  us  Imow  be- 
cause, particularly  in  the  critical  high-tech  areas,  as  well  as  many 
of  the  basic  infrastructure  needs,  we  can  lose  out  before  we  even 
get  in  place  to  make  a  bid. 

Mr.  ElZENSTAT.  I  would  say,  if  I  may,  just  that  anything  that  can 
be  done  by  Congress  to  strengthen  appropriations  for  the  TDA's 
and  for  the  AID's  development  assistance  programs  in  this  area 
would  be  a  great  help  because  what's  happening,  again,  is  that 
these  two  tie  together. 

The  development  of  standards  and  the  use  of  developmental  and 
technical  assistance  are  used  interchangeably  by  foreign  competi- 
tors. They  will  send  their  technical  advisors  in,  they  will  pay  for 
training  for  the  development  of  standards,  and,  lo  and  behold,  we 
find  we  have  standards  written  against  us  before  we  know  it. 

Senator  BOND.  We  gather  now  that  we  have  been  working  on  the 
area  of  Tied  Aid,  trying  to  get  rid  of  Tied  Aid.  We  see  that  the  Tied 
Aid  principles  are  sneaking  in  the  back  door  by  donor  countries 
funding  feasibility  studies  with  specifications. 

Do  you  have  some  ideas  or  steps  that  you're  taking  in  that  area? 

Mr.  ElZENSTAT.  Yes,  sir.  For  one  thing,  we  have  been  able  to 
reduce  the  effect  of  distorting  Tied  Aid  from  approximately  $10  bil- 
lion worldwide  in  1992,  to  less  than  $4V2  billion  now.  We're  con- 
tinuing to  work  on  reducing  this  still  further  through  the  OECD. 

But  the  feasibility  studies  are  what  the  TDA  really  does  as  a 
day-to-day  working  program.  To  the  extent  that  we  can  strengthen 
those  feasibility  studies  and  get  the  TDA  to  fund  U.S.  experts  going 
in,  that  will  do  as  much  as  anything  to  prevent  this  back  door  from 
being  opened  so  wide  that  it  ends  up  undercutting  the  very  real 
progress  we've  made  and  reducing  Tied  Aid  in  general. 

In  addition,  we're  closely  monitoring  the  new  Untied  Aid  pro- 
gram, in  particular,  that  the  Japanese  have.  I  have  been  personally 
involved  in  one  particular  instance  where  we  were  concerned  that, 
in  fact,  this  was  not  working  as  intended  and  that  American  firms 
were  being  unfairly  dealt  with  and  through  that  intervention,  we 
were  able  to  get  that  contract  for  an  American  firm. 

We  also  have  to  make  sure  that  the  Untied  Aid  programs  are  not 
in  an  implicit  way,  in  effect,  Tied  Aid  by  use  of  subs  and  subs  of 
subs  that  end  up  giving  the  contract  to  the  very  country  that  is  giv- 
ing so-called  Untied  Aid.  We  are  very  cognizant  of  that  problem 
and  we're  monitoring  it  very,  very  closely. 

Senator  Bond.  I  appreciated  your  discussion  about  the  SBA's  Ex- 
port Working  Capital  program.  You  and  I  talked  about  that  on  the 
telephone.  I  said  I  hoped  it  would  be  48  hours.  I  guess  3  days  is 
good  enough  for  Government  work. 

Can  you  give  us  some  specifics  on  how  this  program  is  going  to 
be  made  more  user-friendly  to  banks  beyond  what  you  have  already 
provided  in  the  testimony? 

Mr.  ElZENSTAT.  Yes.  The  pilot  program  would  enable  the  SBA's 
community  bank  lenders,  about  7,000  banks,  to  participate  in  se- 
curing export  loan  guarantees  for  single  transactions  of  up  to 
$250,000.  It  would  allow  banks  without  in-house  international  ex- 
perience to  expand  their  short-term  credit  for  clients  in  the  export 
business. 
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To  compensate  for  the  lenders' — that  is,  the  banks' — lack  of  inter- 
national experience,  the  program  would  use  a  new  decisional  guid- 
ance feature  which  would  have  the  banker  ask  between  four  and 
seven  yes/no  questions  about  the  transaction.  If  the  answer  to  the 
questions  was  in  the  affirmative,  the  bank  would  know  that  the 
SBA  will  guarantee,  hopefully,  if  Congress  agrees  to  raise  this  to 
90  percent,  90  percent  of  the  working  capital  loan. 

Once  a  completed  application  is  received  by  the  SBA,  there  would 
be  a  3-day  turnaround  for  approval  or  declination.  The  key  will  be 
management  of  risk.  The  SBA  will  use  a  rating  service,  but  will 
manage  the  level  of  losses  itself  and  the  SBA's  fees  would  cover 
losses  on  a  bulk  basis.  The  SBA  would  still  monitor  bank  loss  ra- 
tios rather  than  those  on  an  individual  transaction. 

It  would  overcome  a  number  of  the  hurdles  that  we  have  been 
told  about  by  small  business  exporters  and  banks.  The  banks  will 
not  have  to  have  experience  with  export  financing.  The  program 
can  be  accessed  by  thousands  of  community  banks  that  are  SBA 
lenders  and  paperwork  would  be  very  substantially  reduced. 

On  the  Ex-Im  Bank  side — that  is,  the  buyer  financing — the  pro- 
gram will  work  in  the  following  way.  It  is  a  pilot  program  that 
would  encourage  key  domestic  and  foreign  banks  that  operate  in 
the  United  States  to  participate  in  a  financing  program  that  would 
create  a  secondary  market  by  bundling  loans  into  standardized 
packages.  Packages  would  be  assessed  by  an  actuary  rather  than 
on  a  transaction-by-transaction  basis. 

We  would  build  a  data  base  on  the  performance  of  trade  receiv- 
ables in  particular  countries  and  by  particular  banks  to  increase 
confidence  in  the  program.  We  would  provide  export  financing  for 
small-  and  medium-sized  transactions  of  $1  million  or  less.  Partici- 
pating banks  would  administer  the  program  by  serving  as  clearing- 
houses for  trade  receivables  as  well  as  assuring  full  compliance 
with  specific  criteria.  The  participating  banks  would  not  have  to  es- 
tablish an  extensive  paper  trail,  but  would  monitor  performance  of 
the  originating  banks  on  a  total  volume  basis. 

We  would  propose  that  the  Government  provide  a  Government 
guarantee  which  would  be  an  extension  of  Ex-Im  Bank's  current 
guarantee.  It  would  be  phased  out  after  5  years  or  after  the  quan- 
tity of  loans  guaranteed  under  the  program  exceeded  $2  billion  a 
year,  whichever  came  first.  Ex-Im  Bank  would  charge  a  fee  for  the 
guarantee  to  make  the  program  cash-neutral. 

This  would  allow  transactions  to  be  financed  at  a  reasonable 
price.  Local  banks  would  be  able  to  sell  their  export  financing 
paper  to  large  banks  without  becoming  export  experts.  They  would 
not  have  to  carry  trade  receivables  on  their  books  as  an  asset.  It 
would  take  the  foreign  risk  out  of  the  transaction  for  the  originat- 
ing bank  and  shift  it  to  the  large  participating  bank.  Therefore,  it 
would  also  extend  the  reach  of  the  large  money-center  banks  by 
giving  them  access  to  these  community  banks. 

We  think  that  both  of  these  programs,  which  in  effect  are  trying 
to  move  from  a  transaction-by-transaction  to  a  bulk  basis,  is  a  very 
creative  way  to  accomplish  this.  It  has  to  be  done  carefully  and 
step  by  step.  We  think  it's  a  very  exciting  way  of  opening  up  export 
financing  to  small  business. 
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Senator  Bond.  I  certainly  wish  you  well  in  that  effort.  In  1985 
and  1986,  when  I  was  out  of  Government,  trying  to  earn  an  honest 
living  to  help  support  Giovemment,  I  served  on  the  District  Export 
Council  and  worked  with  banks  in  our  region  trying  to  encourage 
them  to  set  up  export  trading  companies.  I  found  out  very  quickly 
that  there  were  too  many  hoops  and  hurdles  and  this  was  not 
something  that  attracted  many  jjeople.  This  secondary  market,  the 
SBA  loans,  would  seem  very  promising. 

We  talked  about  the  fact  that  the  SBA  made  212  loans  last  year 
and  is  on  the  path  to  making  about  300  loans  this  year.  I  was  hop- 
ing that  we  could  raise  that  goal  to  maybe  as  many  as  2,000.  Have 
you  set  any  goals  through  the  TPCC,  or  do  you  have  any  targets 
that  you're  working  on? 

Mr.  ElZENSTAT.  We  think  with  the  figure  raised  to  2,000,  that 
can  very  substantially  increase  the  number.  We  don't  have  a  spe- 
cific number  in  mind,  but  it  will  be,  hopefully,  a  significant  mul- 
tiple of  the  300. 

Senator  Bond.  If  you  can  do  the  3-day  turnaround,  we  will  work 
to  raise  the  level  to  90  percent  and  we'll  see  how  fast  it  can  go. 

Let  me  talk  about  a  sticky  question.  We're  working  with  our 
trading  partners  to  try  to  rule  out  bribery  and  corruption,  to  focus 
on  standards  harmonization,  to  achieve  generally  internationally 
fairer  trade  rules. 

What  impact  are  things  like  the  Helms-Burton  Act  and  our  ac- 
tions on  Iran  and  Libya  having  with  the  degree  of  cooperation  from 
our  trading  partners? 

Mr.  ElZENSTAT.  As  you  know,  I  wear  a  second  hat — I  sometimes 
think  I  need  a  second  head 

[Laughter.] 

— for  the  promotion  of  Cuban  democracy.  I've  been  now  in  seven 
capitals  and  I've  gone  22,000  miles  and  have  talked  a  great  deal 
about  the  Helms-Burton  Act  and  have  been  talked  to  a  great  deal 
about  it. 

Senator  Bond.  I  can  believe  that. 

Mr.  ElZENSTAT.  The  D'Amato  Iran-Libya  legislation  has  also  been 
mentioned. 

Let  me  say,  if  I  may,  the  following. 

Each  of  those  pieces  of  legislation  is  fully  justified.  Each  deals 
with  a  unique  circumstance,  the  Helms-Burton  Act,  with  the  obli- 
gation that  we  have  to  protect  American  citizens  from  the  misuse 
of  already  expropriated  property,  and  in  the  Iran-Libya  case,  deal- 
ing with  countries  that  act  totally  as  outlaw  regimes  outside  inter- 
national norms. 

We  have  tried  for  over  3  years  to  get  our  European  allies  on  Iran 
to  forge  a  multilateral  process. 

Having  said  that,  one  has  to  be  frank  to  say  that,  despite  my 
strong  defense  of  those  Acts,  there  is  a  passionate  dislike  for  them 
among  our  foreign  trading  partners,  who  are  preparing  or  consider- 
ing for  preparation  ever3i;hing  fi-om  antidote  legislation  to  actual 
countermeasures  that  would  permit  foreign  companies  that  are 
subject  to  those  sanctions  to  in  turn  sue  U.S.  firms.  They  have  con- 
sidered WTO  and  NAFTA  panel  suits,  and  it  is  therefore  a  serious 
situation. 
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Having  said  that,  I  think  at  the  same  time  the  Helms-Burton  Act 
has  focused  the  attention  of  Europe  and  our  other  aUies  on  the  im- 
portance of  promoting  democracy  in  Cuba,  which,  frankly,  would 
not  have  occurred  but  for  that  Act,  now,  even  though  there  are  rea- 
sons for,  in  those  cases,  exceptional  circumstances,  these,  it  seems 
to  me,  in  my  personal  opinion,  ought  to  be  the  exception  rather 
than  the  rule. 

I  think  it's  important  that  every  time  we  have  a  gripe  against  a 
particular  country — again,  these  are  unusual  situations  and  are 
fully  justified — we  not  resort  to  either  unilateral  or  extraterritorial 
acts  because,  in  this  integrated  world  in  which  we  live,  U.S.  com- 
panies end  up  potentially  being  disadvantaged  by  unilateral  sanc- 
tions, and  even  by  extraterritorial  sanctions.  I  think  that  our  policy 
ought  to  be,  wherever  possible,  to  act  multilaterally,  if  there's  a 
problem  with  a  country,  to  do  multilateral  sanctions  and  to  avoid, 
wherever  possible,  unilateral  or  extraterritorial  sanctions. 

Again,  there  were  specific  circumstances  here  which  were  unique. 
But  I  think  it's  important  that,  again,  these  be  the  exception  rather 
than  the  rule. 

Senator  Bond.  I  appreciate  your  comments  on  that. 

In  Southeast  Asia,  we're  seeing  countries  emerging  from  com- 
munist regimes  or  at  least  attempting  to  get  into  the  free  market 
world  trading  regime — places  like  Vietnam,  Cambodia,  and  Laos. 
Nations  in  Eastern  Europe  are  undergoing  fundamental  changes  to 
their  economies. 

Does  the  TPCC  have  a  team  plan  or  a  specific  plan  targeted  at 
those  countries  that  are  just  now  emerging  into  the  world  markets? 

Mr.  ElZENSTAT.  Yes,  we  do,  and  this  gets  to  the  point  you  made 
about  our  emphasis  on  the  Big  Emerging  Markets,  the  so-called 
BEM's.  Of  course,  in  Southeast  Asia,  this  is  where  a  heavy  con- 
centration of  those  are. 

We  have  identified  the  ASEAN  countries,  India,  and  the  China 
economic  area,  which  are  all  of  course  in  Asia,  as  being  a  signifi- 
cant component  of  our  BEM  strategy.  This  is  not  just  a  rhetorical 
strategy.  Let  me  give  you  some  examples  of  things  we've  done. 

First,  we  are  opening  new  commercial  centers  in  these  BEM's 
countries.  We  opened  one  in  Jakarta,  in  Indonesia.  We've  opened 
one  in  Sao  Paulo.  We  will  open  one  later  this  fall  in  Shanghai. 

These  commercial  centers  are  the  foreign  equivalents  of  the  one- 
stop  export  shopping  centers  in  effect  that  we  have  in  the  United 
States.  It  will  permit  a  U.S.  company,  particularly  small  companies 
that  can't  afford  to  have  their  own  facility  in  Southeast  Asia,  to 
come  in.  They  will  have  everything  from  faxes  to  telephones,  con- 
ference rooms,  places  to  display  at  trade  shows  their  products. 

It  really  gives  them  a  home  away  from  home  that  we  will  be 
sponsoring.  This  is,  again,  heavily  focused  on  Asia  and  the  BEM's. 
In  fact,  I  would  say  exclusively  focused. 

Second,  we  are  increasing  the  level  of  our  foreign  and  commercial 
service  personnel  almost  exclusively  in  these  areas.  We're  adding 
to  commercial  service  people  almost  exclusively  in  the  Asian  mar- 
ket and  in  a  few  countries  in  Latin  America  where,  again,  we've 
identified  BEM's.  We're  putting  our  resources  where  our  rhetoric  is 
so  that  we  can  better  service  U.S.  companies  there. 
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Third,  in  terms  of  the  Secretary's  and  our  trade  missions,  where 
we  bring  U.S.  businesses  here  and  where  we  encourage  reverse 
missions  to  come  to  the  United  States,  we  focus  again  almost  exclu- 
sively on  BEM's.  Now,  there  are  a  few  areas  where,  for  foreign  pol- 
icy reasons,  Bosnia,  for  example,  and  the  Middle  East,  we  do  have 
an  emphasis.  But,  by  and  large,  our  trade  missions  are  heavily 
focused  on  these  areas. 

In  those  three  ways  and  in  many  others,  we're  really  focusing  on 
those  areas. 

One  last  area  that  I  would  mention  goes  back  to  the  bribery 
issue. 

The  Treasury  Department  has  really  done,  again,  a  wonderful  job 
of  focusing  the  international  financial  institutions  on  upgrading 
their  anti-bribery  requirements. 

Quite  frankly,  Asia  is  an  area  where  bribery  remains  rampant. 
To  the  extent  that  we  can  get  the  IFI's — the  International  Finan- 
cial Institutions — to  tighten  their  guidelines,  to  the  extent  that  we 
can  work  through  the  World  Trade  Organization  or  the  interim 
agreement  on  procurement,  we  can  begin  to  cut  down  on  bribery 
in  the  developing  world. 

Senator  Bond.  Thank  you.  I  think  that's  very  important  and  I 
couldn't  agree  more.  As  I  think  we've  discussed  with  your  office,  I 
hope  to  be  leading  a  Congressional  delegation  in  November.  We 
will  be  visiting  Jakarta  and  hope  to  see  your  facilities  there  before 
going  on  to  the  Philippines  to  meet  prior  to  the  APEC  Ministerial 
meeting.  I  think  it's  very  important  and  we  look  forward  to  work- 
ing with  you  there. 

Mr.  ElZENSTAT.  We  would  definitely  like  to  arrange  for  a  delega- 
tion to  see  the  new  commercial  center  there. 

Senator  Bond,  I'm  sure  we  can  work  that  in. 

I  have  just  been  advised  that  the  Ranking  Member  on  the  Com- 
mittee wants  to  participate.  He's  been  held  up  on  the  Floor. 

I  do  have  a  couple  more  questions  that  I  would  like  to  ask.  First, 
in  my  opening  comments,  I  referred  to  some  overlap  and  dupli- 
cation. I  know  from  the  beginning,  that  the  TPCC,  prior  to  your 
arrival,  Mr.  Ambassador,  was  working  on  that. 

We  still  see  some  things.  Let  me  give  you  a  couple  of  examples. 
The  Energy  Department  and  the  Transportation  Department  have 
been  organizing  trade  missions,  while  Commerce  says  the  industry 
office  and  the  trade  mission  office  is  specifically  established  for  that 
purpose. 

The  AID  is  providing  environmental  exports  and  a  standard 
through  its  U.S. -Asian  Environmental  Partnership  program  offices 
in  Asia,  while  the  EPA  and  State  are  also  working  with  host  coun- 
tries on  standards  issues  and  the  commercial  service  is  promoting 
exports  through  its  established  offices  in  our  embassies  in  Asia. 

We've  come  a  long  way,  but  we  aren't  there  yet.  Do  you  have  any 
thoughts  on  how  we'll  bring  all  those  things  together? 

Mr.  ElZENSTAT.  Yes.  We  are  working  very  hard  on  avoiding  over- 
lap and  duplication  in  the  trade  mission  area.  The  TPCC  again  is 
serving  a  very  useful  role.  Essentially  most,  if  not  all,  trade  mis- 
sions now  have  to  go  through  a  TPCC  process  to  be  determined  as 
appropriate  for  missions  and  for  advocacy. 
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The  organization  of  those  missions  is  coordinated  through  our 
efforts.  There  are,  in  fact,  many  occasions  when  it  is  advisable  to 
have  the  DOT  or  the  DOE  actually  lead  those  missions  rather  than 
Commerce  because  they  have  the  working  relationship  with,  for  ex- 
ample, the  energy  companies.  They  have  the  expertise  and  it's  ap- 
propriate. But  they  are  now  coordinating  through  us.  They're  not 
just  going  willy-nilly. 

Senator  Bond.  So  you  know  what  they're  doing. 

Mr.  ElZENSTAT.  Yes,  sir.  We  don't  just  read  about  them. 

Senator  Bond.  Those  are  all  tied  in  with  the  U.S.  and  Foreign 
Commercial  Service  office. 

Mr.  ElZENSTAT.  Yes,  sir.  We  tie  them  in  so  that  they  meet  with 
the  PCS  officers  when  they  go  abroad.  Their  program  is  organized, 
at  least  in  part,  through  the  PCS  offices. 

There  really  is  an  increased  coordination.  I  can't  assert  to  you 
that  there  aren't  some  instances  where  better  coordination  would 
help,  but  I  do  think  we've  made  really  tremendous  strides  forward 
in  coordinating  these  trade  missions. 

Senator  Bond.  I  think  that's  very  important. 

Senator  Sarbanes  has  arrived.  Let  me  ask  one  final  question. 

Can  you  give  us  some  insights  on  this  corruption  and  bribery 
issue,  how  you  worked  with  individual  countries,  what  kind  of  suc- 
cess you've  had  there? 

Mr.  ElZENSTAT.  Yes.  Pirst,  we  have  tried  to  work  with  U.S.  com- 
panies. We've  asked  them,  what  are  things  you  would  need,  and 
this  is  from  the  GE's  and  others.  I  can  tell  you  that,  concerning 
the  changes  we've  made  in  our  Advocacy  Guidelines  which,  again, 
I  literally  signed  off  on  this  morning,  we  worked  in  very,  very  close 
coordination  with  U.S.  companies  who  said  to  us,  look,  the  most 
important  thing  you  can  do  to  level  the  plajdng  field,  in  your  own 
advocacy,  is  to  make  sure  you're  not  advocating  for  an  American 
affiliate  of  a  foreign-owned  company  when  that  foreign  parent  has 
neither  made  a  certification  that  it's  not  bribing  on  the  very  trans- 
action that  you're  advocating  for  the  American  affiliate,  nor  has  a 
policy  in  place. 

So,  the  very  first  thing  we  did  is  we  listened  to  U.S.  companies. 
Senator. 

The  second  thing  we  did  is  we  worked  with  the  developed  coun- 
tries who  have  as  much  incentive,  or  should,  as  we  do  to  cut  down 
on  bribery  because  it  increases  their  costs  and  distorts  the  market, 
through  the  OECD  and  through  the  OAS.  We  have  worked  very  in- 
tensively on  a  country-by-country  basis  with  Germany,  the  United 
Kingdom,  Prance,  and  many  others  in  Europe  and  through  the 
OECD  process.  We've  done  the  same  thing  through  the  OAS,  and 
that's  why  we've  had  these  breakthroughs  this  very  year  in  the 
convention  against  bribery  by  the  OAS  and  the  Ministerial  declara- 
tion against  tax-deductibiHty  and  in  principle  supporting  criminal- 
ization in  the  OECD. 

We're  working  on  a  very  hands-on  basis.  This  is  something  that 
our  Ambassadors  are  instructed  to  deal  with  and  it's  a  very,  very 
high  priority  for  us. 

Senator  Bond.  Thank  you  very  much,  Mr.  Ambassador. 

I'm  very  pleased  that  we've  been  joined  by  Senator  Sarbanes  and 
Senator  Moseley-Braun. 
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I  might  say  that  a  few  moments  ago,  I  mentioned  the  fact  that 
we  are  in  the  closing  moments  of  Congress,  certainly  hoping  to  be 
able  to  move  through  reauthorization  of  the  export  promotion  ef- 
forts of  the  Department  of  Commerce,  the  International  Trade  Ad- 
ministration. We  also  hope  that  we  have  about  reached  agreement 
on  the  export  administration  provision  so  we  can  move  that  as  well. 

I'm  hoping  that,  from  this  Subcommittee,  we  can  work  on  a  bi- 
partisan basis.  We  appreciate  the  tremendous  cooperation.  We  need 
to  get  those  through  and  I  hope  we  will  be  able  to  see  those  passed 
in  the  coming  days. 

Now  it's  my  pleasure  to  turn  to  Senator  Sarbanes. 

OPENING  STATEMENT  OF  SENATOR  PAUL  S.  SARBANES 

Senator  Sarbanes.  Mr.  Chairman,  I'll  be  very  brief.  I'm  tied  up 
in  another  hearing  and  I  therefore  have  not  been  able  to  be 
present.  I  really  just  wanted  to  make  a  couple  of  observations. 

I  want  to  very  much  commend  you,  Mr.  Chairman,  for  holding 
this  hearing  on  the  Fourth  Annual  Report  to  Congress  of  the  Trade 
Promotion  Coordinating  Committee.  Actually,  it  was  4  years  ago 
that  this  Committee,  working  together  on  a  bipartisan  basis,  very 
much  with  your  involvement,  established  in  statute  the  Trade  Pro- 
motion Coordinating  Committee  and  charged  it  with  developing  a 
Gk)vemment-wide  strategic  plan  for  carrying  out  Federal  export 
promotion  and  financing  efforts  and  to  establish  a  set  of  priorities 
for  Federal  activities  in  support  of  U.S.  exports  and  to  propose  to 
the  President  an  annual  unified  Federal  trade  promotion  budget 
that  supports  the  plan  for  priority  activities. 

When  he  became  Secretary  of  Commerce,  Ron  Brown  became 
the  first  Chairman  of  the  TPCC.  He  made  the  development  of  a 
National  Export  Strategy  a  very  top  priority.  I  think,  because  of 
that,  we  perceive  the  Trade  Promotion  Coordinating  Committee  as 
fulfilling  the  hopes  of  the  authors  of  that  legislation  here  on  the 
Committee.  I  think  the  President,  in  this  report  transmitted  to 
Congress,  rightly  pays  tribute  to  Secretary  Brown's  sustained  ef- 
forts to  help  support  our  Nation's  future  standard  of  living. 

I'm  not  going  to  go  through  each  of  the  reports  and  the  focus  that 
they  have  had.  The  first  one  had,  I  think,  65  recommendations  and 
an  incredible  number  of  those  have  been  carried  into  action  subse- 
quently. 

This  report  is  a  very  good  report.  I've  had  the  opportunity  to 
work  through  it  and  I  want  to  commend  the  Under  Secretary  and 
those  who  have  worked  with  him,  on  it.  It  focuses  on  efforts  to  com- 
bat foreign  practices  that  threaten  fair  and  competitive  market  ac- 
cess for  American  goods,  from  concessionary  financing  and  export 
subsidies  to  bribery  and  other  corruption.  I  think  that's  a  very  im- 
portant focus.  Obviously,  if  others  aren't  pla3dng  by  the  rules  of 
trade,  you  have  a  very  difficult  situation  on  your  hands. 

Under  Secretary  Eizenstat  noted  in  his  prepared  statement  that 
the  Coordinating  Committee  has  identified  other  matters  beyond 
traditional  trade  promotion  and  financing  which  need  to  be  ad- 
dressed to  ensure  that  American  firms  and  employees  are  not  de- 
nied the  benefits  of  open  trade,  including  the  issue  of  offsets. 

Under  offset  arrangements  we  get  the  initial  contract,  but  then 
we  have  to  subcontract  out  large  portions  of  follow-on  work  and,  in 
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some  instances,  they  even  transfer  very  imp)ortant  critical  tech- 
nologies to  other  countries. 

The  price  we  pay  for  getting  our  contract  is  really  that  we  are 
foregoing  our  ability  to  get  subsequent  contracts.  It's  a  development 
that  has  very  serious  implications,  as  I  perceive  it.  I  think  it's  very 
important  that  we  develop  a  balanced  and  coordinated  approach  to 
deal  with  this  difficult  problem. 

I  want  to  thank  the  Under  Secretary  for  his  very  strong  commit- 
ment to  carrying  out  the  mandate  of  Congress  in  the  Trade  Pro- 
motion Coordinating  Conmiittee.  It's  reflected  in  this  report  and, 
more  importantly,  reflected  in  his  actions  and  the  activities  of  the 
Department. 

Mr.  Chairman,  let  me  again  say  that  it  has  been  very  much  a 
pleasure  to  be  able  to  work  with  you  on  matters  regarding  the  pro- 
motion of  U.S.  exports,  and  I  think  it  was  important  to  hold  this 
hearing,  even  though  we're  in  the  very  closing  days  of  Congress. 

Senator  Bond.  Thank  you  very  much.  Senator  Sarbanes. 

I  would  say  that  while  those  items  on  which  there  is  conflict  gen- 
erate far  more  headlines  and  a  lot  more  heat,  steam,  and  enthu- 
siasm, I  happen  to  beUeve  that  the  strong  bipartisan  cooperation 
and  coordination  that  has  existed  in  this  Committee  in  furtherance 
of  the  efforts  of  the  Department  of  Commerce  and  all  of  the  agen- 
cies in  the  TPCC,  probably  has  a  lot  more  favorable  impact  and 
beneficial  fallout  on  the  economy  and  the  availability  of  jobs  than 
many  of  the  things  that  tie  us  up  in  knots  on  the  Senate  Floor  and 
elsewhere. 

It's  a  real  pleasure  to  be  able  to  work  in  this  Committee  with  you 
and  I've  appreciated  your  leadership  and  the  great  cooperation 
we've  had  throughout,  and  I  hope  we  can  continue  it. 

Senator  Sarbanes.  Mr.  Chairman,  I  wish  the  media  on  occasion 
would  focus  on  examples  of  legislators  on  both  sides  of  the  aisle 
being  able  to  work  together  in  crafting  an  important  piece  of  legis- 
lation, and  then  having  an  Administration  take  that  legislation  and 
really  execute  it  in  a  very  effective  way  for  the  benefit  of  important 
American  interests.  They  don't  write  those  kinds  of  stories,  unfor- 
tunately, at  least  that  we  can  see. 

Senator  Bond.  I  notice  that  the  table  reserved  for  our  friends  in 
the  media  has  a  few  open  spots  in  it. 

[Laughter.] 

Senator  Sarbanes.  That's  right. 

Senator  Bond.  Perhaps  we  could  stage  some  kind  of  battle  like 
professional  wrestling 

[Laughter.] 

— and  have  some  histrionics  and  shouting.  We'll  work  with  your 
staff  and  maybe  we  can  devise  a  very  contentious  couple  of  issues 
that  will  attract  attention. 

Mr.  EiZENSTAT.  Can  you  tell  me  what  time  that  will  be,  sir? 

[Laughter.] 

Senator  Bond.  It  will  be  on  the  late  show,  sometime  after  1  a.m. 

[Laughter.] 

Thank  you  very  much.  Senator  Sarbanes. 

Senator  Moseley-Braun. 
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OPENING  COMMENTS  OF  SENATOR  CAROL  MOSELEY-BRAUN 

Senator  Moseley-Braun.  Thank  you  very  much,  Mr.  Chairman. 
I'm  just  going  to  make  some  extemporaneous  remarks  and,  to  the 
extent  that  we  have  any  written  comments,  I  would  submit  them 
for  the  record  later. 

I  want  to  commend  and  congratulate  Ambassador  Eizenstat  for 
the  job  that  he's  doing  with  the  TPCC.  It's  really  a  very  important 
initiative. 

I  can  remember  the  first  time  I  came  on  this  Committee,  the  Sec- 
retary, Ron  Brown,  testified  on  behalf  of  saving  the  TPCC.  If  you 
remember,  there  was  an  effort  to  get  rid  of  the  Committee  at  one 
point.  We  had  what  was  for  me  a  memorable  hearing  with  Sec- 
retary Brown  in  which  he  talked  about  his  vision  in  terms  of  trade 
and  the  coordination  aspect  of  it,  which  is,  of  course,  the  real 
strong  point  of  this  organization. 

I  want  to  commend  you,  Mr.  Chairman,  for  the  efforts  you've 
taken  to  promote  trade  among  our  small  business  sector  particu- 
larly, to  make  it  easier  for  people  to  do  business,  to  help  bring  the 
different  agencies  together  to  give  us  the  capacity  to  have  one-stop 
shopping  in  this  regard,  which  is  so  vitally  important.  So  many 
times,  particularly  small  businesses  feel  like  they  are  just  incapa- 
ble of  running  the  traps  between  the  different  agencies  and  juris- 
dictions that  may  exist  in  this  area  and  this  Committee  makes  it 
much  easier  for  them. 

I  would  like  to  call  your  attention,  though,  to  one  area  that  I, 
frankly,  if  you  could,  would  like  you  to  get  your  stafi"  to  work  with 
my  staff  on.  That  is  the  standards  issue  that  you  mentioned  in 
your  testimony.  It  is  so  vitally  important  because  it  is,  more  often 
than  not,  particularly  these  days,  being  used  as  a  way  of  prevent- 
ing the  kind  of  market  integration  and  market  access  that  we  have 
to  have. 

I  think  there  is  also  some  potential  in  this  whole  area  of  the 
standards  debate  for  us  to  do  more  to  level  the  playing  field  con- 
sistent with  American  values.  I  refer  specifically  to  the  whole  issue 
of  child  labor  and,  to  the  extent  that  chuld  labor  is  used  in  countries 
with  which  we  do  business  to  produce  goods,  the  fact  that  we  would 
have  a  very  difficult  time  and  would  not  want  to  compete  with, 
frankly,  those  countries  based  on  those  kinds  of  labor  practices. 

To  the  extent  that  that  happens,  the  standards  issue  really 
touches  in  a  way  on  that  issue  because  it's  one  thing  to  say  the 
baseball  has  to  be  this  many  parameters  and  have  this  many 
stitches  and  be  this  kind  of  material,  but  it's  quite  another  to  say 
that  you  have  to  use  adult  labor  to  produce  it  versus  a  10-year-old 
child. 

I  think  that's  a  place  where  we  really  have  an  opportunity  to  do 
some  good  worldwide,  as  well  as  leveling  the  playing  field  for  our 
productive  sector,  which  is  bound  by  more  humane  laws  in  this 
area. 

Mr.  Eizenstat.  If  I  may  respond.  I  appreciate  that. 

First,  I  would  like  to  say  that  I  deeply  appreciate  the  remarks 
Chairman  Bond,  Senator  Sarbanes,  and  you  made  about  Ron 
Brown.  He  was  a  friend  of  mine  for  20  years  and  his  inspiration 
and,  if  I  may,  metaphorically,  fingerprints  are  all  over  this  report. 
Secretary  Kantor  and  I  are  dedicated  to  pursuing  his  vision. 


19 

With  respect  to  standards,  you  have  raised  two  important  issues. 
The  first,  which  I've  emphasized,  is  the  degree  to  which — and  I  saw 
this  when  I  was  in  Brussels  as  our  Ambassador  to  the  European 
Union.  The  European  Union,  Japan,  and  others  are  effectively  in- 
sinuating their  own  standards  into  developing  markets.  They  send 
technical  advisors  over,  give  technical  assistance,  help  them  write 
standards,  but  it's  standards  for  European  products,  not  for  Amer- 
ican products.  We  find  ourselves  greatly  disadvantaged  by  that. 

We're  working  on  concepts  Uke  Mutual  Recognition  Agreements 
which  will  permit  small  companies  and  large  to  test  in  the  U.S. 
market  to  both  a  European  and  a  U.S.  standard,  eliminating  dupli- 
cative tests.  But,  in  the  end,  we're  going  to  have  to  work  through 
the  WTO  and  internationally  with  the  concept  of  one  test  satisfying 
all  markets  based  on  an  international  standard. 

We're  also  finding  this  in  the  so-called  eco-label  area,  particularly 
in  Europe,  where  so-called  eco-labels  or  environmentally  pure  la- 
bels are  given.  We  have  no  problem  with  that  at  all.  The  problem 
is  that  eco-labels  are  being  given  in  areas  like  T-shirts,  bed  linens, 
fine  paper,  and  tissue  paper  and  the  companies  that  can  really  get 
those  eco-labels  are  those  that  have  production  processes  that  are 
tilted  toward  European  methods,  not  equivalent  U.S.  methods. 

Now,  on  the  child  labor  issue,  this  is  one  of  the  reasons  why  we 
are  working  so  hard — and  I  have  to  say  it's  an  uphill  fight  because 
some  developing  countries  see  this  as  ending  their  so-called  com- 
parative advantage — to  take  the  kind  of  ILO  principles  that  so 
many  countries  in  the  developing  world  and  in  the  developed  world 
have  signed  onto  against  prison  labor,  against  child  labor,  to  take 
them  out  of  just  an  ILO  context  where  there  is  no  sanction  whatso- 
ever and  put  them  into  a  trade  context. 

We're  trjdng  initially  to  at  least  have  some  kind  of  a  dialogue  in 
the  WTO,  and  this  is  a  very  high  agenda  for  our  Singapore  Min- 
isterial conference  in  December.  We're  making  this  one  of  our  top 
priorities,  to  bring  issues  like  this  to  the  WTO  context  and  put 
them  in  a  trade  context  so  that  countries  don't  feel  free  to  abuse 
child  labor  and  then  send  their  products  to  our  markets  and  expect 
us  to  accept  them.  It's  a  very  high  priority  and  I  appreciate  very 
much  your  emphasizing  it. 

Senator  Moseley-Braun.  I  thank  you  very  much  and  I  thank 
you  for  making  it  a  priority  and,  again,  would  like  very  much — I'm 
very  interested  in  this  issue  and  would  like  whatever  followup  in- 
formation you  can  make  available. 

Mr.  EiZENSTAT.  We'll  be  glad  to. 

Senator  Moseley-Braun.  Thank  you. 

Senator  Bond.  Thank  you  very  much,  Senator. 

Senator  Moseley-Braun.  Thank  you,  Mr.  Chairman. 

Senator  Bond.  Our  distinguished  Ranking  Member,  Ms.  Boxer, 
has  been  tied  up.  She  has  a  statement  which  I  will  ask  to  be  made 
a  matter  of  record. 

I  also,  as  is  customary,  will  leave  the  record  open  for  any  ques- 
tions that  Members  may  have  but  have  been  unable  to  ask,  al- 
though I  think  we've  covered  many  areas  very  well. 

I  would  now  like  to  turn  to  Senator  Murray  for  comments  and 
questions. 

Senator  Murray. 
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OPENING  COMMENTS  OF  SENATOR  PATTY  MURRAY 

Senator  Murray.  Thank  you  very  much,  Mr.  Chairman.  Ambas- 
sador Eizenstat,  it's  good  to  have  you  here  this  morning. 

First,  let  me  thank  you  for  travehng  to  my  home  State  earlier 
this  summer.  Everyone  said  your  visit  was  a  great  success  and  I 
really  appreciate  it.  I  just  want  to  say  that  this  Administration  has 
really  done  a  wonderful  job  of  working  with  both  me  and  my  con- 
stituents in  promoting  Washington  State  exports. 

We,  just  like  everybody  else,  really  miss  Ron  Brown.  He  was  a 
true  Washington  State  champion.  But  Mickey  Kantor,  Charlene 
Barshefsky,  and  many  others  have  really  done  an  outstanding  job 
for  this  Administration  in  promoting  exports  like  no  one  else  has, 
and  I  think  it  has  really  been  beneficial  for  all  of  us. 

I  want  to  ask  a  couple  of  questions. 

Early  in  1994,  I  urged  Secretary  Brown  to  designate  Seattle  as 
one  of  the  one-stop  Export  Assistance  Centers.  I  was  very  pleased 
later  that  year  when  Seattle  was  chosen  to  do  that.  It's  been  a  phe- 
nomenal success.  Everyone  really  just  talks  about  how  great  it  has 
been  for  their  businesses.  It's  getting  more  and  more  visibility.  We 
truly  appreciate  it. 

If  you  could  just  comment  for  a  few  minutes  about  what  you  see 
as  the  future  of  these  one-stop  centers  across  the  country,  I  would 
appreciate  it. 

Mr.  Eizenstat.  First,  in  terms  of  the  introductory  comments, 
which  I  appreciate,  I  was  in  Seattle  for  a  variety  of  reasons,  but 
it  also  included  a  signing  by  Boeing  of  a  $12^2  billion  contract  with 
Singapore  Airlines  for  77  777's.  It  was  a  very  exciting  project. 

It  was  also  interesting  that  when  we  released  our  new  metro 
area  export  data,  the  first  time  we've  been  able  to  get  export  data 
by  zip  code,  Seattle,  which  is  hardly  the  largest  metropolitan  area 
in  the  country,  as  I  remember  it,  was  third  in  the  United  States 
in  terms  of  exports,  of  all  256  metropolitan  areas.  It  indicates  the 
degree  to  which  your  area  is  so  focused  on  exports,  and  that's  one 
of  the  reasons  we  put  a  USE  AC  there. 

Now,  with  respect  to  the  USEAC's,  there  are  15.  There  will  be 
four  more  by  the  end  of  the  year,  which  will  complete  the  network. 
There  are  77  district  Export  Assistance  Centers,  and  we'll  add  six 
more  to  that,  so  there  will  be  83  by  the  end  of  the  year.  This  is 
what  we  refer  to  as  a  hub-and-spoke  network.  The  hubs  are  the 
USEAC's — Chicago,  for  example,  St.  Louis,  Seattle.  These  hubs  are 
literally  one-stop  export  centers.  The  Department  of  Commerce, 
through  its  commercial  service,  the  Small  Business  Administration, 
the  Ex-Im  Bank,  and  often  local  or  State  export  assistance  offices 
are  involved. 

This  is  very  important  because  sometimes  the  State  offices  will 
be  in  the  same  center.  Therefore,  a  company  can  come  in  and  get 
all  of  the  information  it  needs  on  how  to  export,  how  to  penetrate 
foreign  markets,  how  to  get  financing.  In  one,  the  AID  is  even 
involved. 

Our  district  offices  are  the  spokes  that  feed  into  that  hub.  They 
are  manned  or  stafied  by  the  commercial  service.  Again,  there  will 
be  83  by  the  end  of  the  year. 

Increasingly,  the  commercial  service  employees  in  those  district 
offices  are  being  trained  in  how  to  handle  and  administer  SBA's 
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and  Ex-Im  Bank's  financing  programs.  But  where  there's  a  com- 
pHcated  issue,  they  will  be  referred  to  the  hub,  one  of  the  15  and, 
again,  by  the  end  of  the  year,  19. 

Senator  Murray.  I  encourage  you  to  keep  moving  in  that  direc- 
tion and  again  tell  you  how  successful  it  has  been  and  how  well 
supported  it  is  in  my  region.  The  trade  issue  is  really  important  to 
the  State  of  Washington  and  we  look  toward  Asia.  That's  the  fu- 
ture, in  increasing  trade  there. 

It  offers  us  a  few  unique  opportunities  and  a  few  unique  chal- 
lenges. One  of  them  you  mentioned  in  your  testimony,  that  of  brib- 
ery practices  of  some  of  our  trading  partners.  I  think  you  estimated 
$11  billion  in  lost  trade  opportunities,  and  I  think  I  have  heard 
Mickey  Kantor  say  as  much  as  $45  billion. 

This  really  is  a  severe  problem  for  our  U.S.  exporters  and  our 
workers.  I  know  that  this  Administration  has  been  trying  to  tackle 
this  problem  and  I  appreciate  that,  but  can  you  talk  for  a  minute 
about  the  practice  of  bribery  in  Asia  and  what  the  Administration's 
efforts  are  and  have  been  to  deal  with  that  problem? 

Mr.  EiZENSTAT.  Yes.  The  bribery  issue  continues  to  be  a  veiy  se- 
vere source  of  problem.  We  value  at  $64  billion,  139  international 
commercial  contracts,  only  since  mid- 1994,  which  have  come  to  our 
attention  where  there  have  been  allegations  of  bribery.  Again,  as 
you  mention,  about  $11  billion,  36  contracts,  were  lost  by  U.S. 
firms.  At  least  one  of  the  factors,  if  not  always  the  decisive  factor, 
was  bribery. 

What  we're  doing  is  we're  acting  in  two  areas — multilateral  and 
domestic.  On  the  multilateral  area,  we've  made  great  progress  this 
year  in  getting  the  OECD  Ministerial  conference  to,  for  the  first 
time,  ask  all  member  states  to  end  tax-deductibility  of  bribes, 
which  are  not  in  many  countries  permitted  as  business  expenses. 
In  principle,  to  consider  criminalizing  behavior.  We're  going  to  be 
working  in  1997  to  see  to  it  that  the  26  countries  who  belong  to 
the  OECD  implement  that  Ministerial  declaration. 

Second,  in  the  OAS,  the  Organization  of  American  States,  we 
have  the  first  international  anti-corruption  treaty  in  history,  done 
this  year  with  the  U.S.  leadership.  But,  as  yet,  none  of  the  coun- 
tries have  ratified  it.  We  want  to  work  this  coming  year  on  making 
sure  it's  ratified. 

Third,  through  international  financial  institutions,  with  the  lead 
of  the  Treasury  Department,  we've  been  able  to  get  through  Jim 
Wolfenson's  vision  as  well,  the  World  Bank  for  the  first  time  in  all 
of  its  multi-billion-dollar  contracts,  for  which,  of  course,  U.S.  com- 
panies compete,  will  put  strict  anti-bribery  requirements  on  their 
guidelines.  This  is  a  very  important  thing  and  we're  going  to  try 
to  broaden  that  to  other  international  financial  institutions. 

Finally,  we're  working  on  an  interim  agreement  on  Gk)vemment 
procurement  to  bring  more  transparency  and  due  process  to  Gov- 
ernment contracts,  particularly  to  those  that  developing  countries 
such  as  in  Asia  are  dealing.  This  is  where  a  large  amount  of  the 
bribery  occurs.  It  occurs  on  these  large  Grovernment  procurement 
contracts — airports,  telecommunications  facilities,  transportation 
facilities.  This  is  where  the  big  pay-offs  are  occurring. 

We're  working  in  all  of  those  veins. 
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On  the  domestic  front,  we  just  announced  as  part  of  my  testi- 
mony and,  more  importantly,  the  TPCC's  activities,  that  we're 
amending  our  own  Advocacy  Guidelines  so  we  will  give  no  advocacy 
help  to  any  company  unless  it  and  its  foreign  affiliate  assert  that 
they  are  not  bribing  on  the  transaction  for  which  they  are  seeking 
advocacy  and  that  they  have  a  corporate-wide  policy,  including 
their  foreign  parent,  in  place  against  bribery. 

We  are  going  to  amend  Ex-Im  Bank's  supplier  certificate  and 
OPIC's  insurance  application  in  each  case  to  strengthen  their  anti- 
bribery  provisions.  We're  just  in  the  process  within  the  next  week 
or  so  of  getting  up  a  new  Commerce  Department  hotline  for  report- 
ing on  a  confidential  basis  possible  instances  of  bribery  of  foreign 
officials  by  non-U.S.  companies. 

In  all  of  those  ways,  we're  working  very  hard  at  it.  It  is  a  very 
significant  problem  and  it  is  at  the  very  top  of  our  agenda. 

Senator  Murray.  Thank  you.  Mr,  Chairman,  if  you'll  permit  me 
just  a  quick  followup. 

Senator  Bond.  Please. 

Senator  Murray.  I  notice  that  many  of  our  trade  partners  talk 
about  bribery  as  a  customary  practice  or  part  of  their  culture.  How 
do  you  address  that? 

Mr.  ElZENSTAT.  We  have  to  address  it  in  two  ways.  First,  we 
have  to  try  to  change  the  culture.  I  believe  the  best  way  to  do  that 
is  the  way  that  Ron  Brown,  and  now  Mickey  Kantor,  are  doing  it. 
That  is  to  raise  the  visibility  of  the  issue. 

When  one  raises  the  visibility  of  the  issue,  in  every  culture,  in- 
cluding the  developing  Asian,  Latin  American,  and  African  cul- 
tures, the  average  person  abhors  the  notion  that  his  or  her  officials 
may  be  taking  bribes.  This  raises  the  price  to  them  of  the  product, 
distorts  the  market,  and  is  something  that  is  offensive  to  everyone. 

We  are  using  every  international  fora  we  can  to  let  the  average 
person  know  about  what  is  happening  and  we  really  are  finding 
now — and  this  is  why  we've  made  breakthroughs,  I  think,  at  the 
OECD  and  the  OAS— that  average  citizens  are  beginning  them- 
selves to  say  to  their  governments,  this  has  to  stop. 

Senator  Murray.  Within  those  cultures. 

Mr.  ElZENSTAT.  Within  those  cultures.  There  is  a  uniformity  in 
cultures  against  the  notion  of  extortion  and  bribes  and  illicit  pay- 
ments, if  that  can  only  be  raised.  We  are  beginning  to  change  the 
culture.  It's  not  going  to  happen  overnight,  but  we  really  are  mak- 
ing progress. 

Senator  Murray.  Thank  you.  Thank  you,  Mr.  Chairman, 

Senator  Bond.  Thank  you  very  much.  Senator. 

Senator  Moseley-Braun. 

Senator  Moseley-Braun.  Thank  you  very  much,  Mr.  Chairman. 
I  have  one  other  question. 

On  page  33  of  the  report,  it  states: 

Between  1990  and  1995,  the  U.S.  share  of  BEM  imports  declined  from  17.7  per- 
cent to  15.3  percent,  while  U.S.  exports  to  the  BEM's  became  a  more  important 
share  of  total  U.S.  exports,  rising  from  25  percent  of  total  U.S.  exports  to  31  percent. 

Had  the  United  States  maintained  its  market  share  in  the  BEM's,  U.S.  exports 
would  have  been  almost  $29  billion  larger,  supporting  hundreds  of  thousands  of  ad- 
ditional U.S.  jobs. 
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I  guess  my  question  to  you  is,  have  you  any  insight  as  to  the  loss 
of  market  share  in  these  growing  markets?  Are  there  any  particu- 
lar BEM's  in  which  we  are  losing  our  share  of  the  growing  markets 
more  than  in  others? 

Mr.  ElZENSTAT.  That's  a  very  good  question  and  one  that's  trou- 
bled us.  I  would  say  it's  due  to  a  couple  of  factors.  One  is  simply 
more  intense  competition  from  our  competitors. 

For  numerous  years,  developed  countries  considered  their  major 
markets  to  be  other  developed  countries — Europe  trading  within 
Europe  or  with  the  United  States  or  with  Japan.  We're  now  rec- 
ognizing that  the  real — ^and  we're  not  the  only  ones — that  the  real 
growth  in  exports  is  going  to  occur  in  the  developing  world.  It  is 
here  that  the  great  demand  is  occurring. 

Africa,  for  example,  has  an  $81  billion  import  market  and  it's 
going  to  grow.  Asia  is  growing  at  6  to  14  percent  growth  rates.  Our 
competitors  know  that.  So  that's  one  thing,  just  a  greater  recogni- 
tion by  our  competitors. 

Second  is  these  foreign  competitive  practices  that  are  at  the 
heart  of  our  report — concessional  financing,  subsidies,  bribery,  use 
of  technical  standards. 

If  I  may  just  point  you  to  a  page  which  makes  this  point.  On 
page  63  of  the  report,  it  shows  financial  assistance  to  exporters. 
The  United  States,  for  all  of  its  programs,  for  all  of  the  agencies — 
export  credits.  Tied  and  Untied  Aid — $15  billion;  Germany,  $21  bil- 
lion; France,  $46  billion;  and  Japan,  $161  billion.  Now,  most  of  that 
is  going  to  eight  exporters  dealing  with  developing  BEM's.  That's 
one  factor. 

The  second  factor  is,  if  you  will  look,  please,  at  pages  30  and  31, 
relative  export  promotion  staffing  levels.  France  is  outstaffing  us 
10  to  1.  When  we  talk  about  the  commercial  service,  for  example. 
Senator  Bond,  and  you've  been  a  great  supporter  of  it,  we're  being 
outstaffed  10  to  1  in  terms  of  staffing  levels. 

I  wish  I  could  show  you  a  picture  of  some  of  their  commercial 
centers.  The  Senator  is  going  to  lead  a  delegation  to  Jakarta  where 
you  will  see  ours,  but  I  wish  you  could  see  the  one  that  the  Ger- 
mans have  set  up.  They  have  about  a  half-dozen  around  the  world 
that  are  the  most  incredible  government-supported  facilities  for 
trade  shows,  for  their  products,  where  exporters  can  come  in  and 
not  only  show  their  wares,  but  virtually  set  up  an  office  in  these 
buildings. 

In  non-financing  export  promotion  programs  we're  being  outspent 
5  or  6  to  1.  Canada  is  spending  33  cents  per  $1,000  of  GDP.  We're 
spending  3  cents. 

That's  the  reason.  These  countries  know  this  is  where  the  future 
growth  is  occurring  and  they're  really  putting  their  assets  and  their 
money  behind  their  exporters,  and  we're  not. 

Senator  Moseley-Braun.  One  quick  question,  and  I  don't  want 
to  take  up  too  much  of  the  Committee's  time  in  this  regard,  but  in 
my  own  experience,  I  have  seen  a  lot  of  evidence  that  the  Chinese 
are  very  active  in  some  of  these  emerging  markets,  particularly  in 
Africa.  But  I  didn't  see  any  numbers  for  them. 

Is  it  just  that  we  don't  have  access  to  the  numbers  regarding 
Chinese  activity  in  this  area,  or  what,  because  they  seem  to  be  very 
aggressively  marketing  in  some  of  these  emerging  markets? 
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Mr.  EiZENSTAT.  They  are  very  aggressive,  as  are  the  Japanese. 
In  fact,  a  lot  of  the  offshore  investment  that  Japan  is  making  is 
really  transferring  their  production  to  these  developing  markets 
and  then  shipping  back  into  Japan  as  well  as  elsewhere. 

Africa,  as  you  mentioned,  is  a  good  example.  We're  only  the  fifth 
leading  supplier  in  Africa.  Germany,  France,  and  many  others — 
we've  looked  with  only  one  eye  at  Africa  and  it's  time,  and  Ron 
Brown  set  this  tone,  that  we  can't  ignore  an  $81  billion  market, 
that  we've  got  to  look  at  Africa,  not  as  some  kind  of  an  economic 
basket  case,  but,  in  fact,  as  a  region  that  is  really  getting  its  act 
together.  Democracies  are  occurring,  free  market  changes  are  oc- 
curring. There's  a  real  vibrancy. 

Yes,  in  some  of  the  sub-Saharan  areas,  there  are  obviously  tre- 
mendous poverty  problems.  But  that's  not  the  real  picture  of  Africa. 

So,  I  can  assure  you,  we're  spending  more  and  more  time  looking 
at  these  developed  areas.  We're  putting  our  assets  in  developing 
countries.  We're  putting  new  commercial  service  officers  in  develop- 
ing countries.  This  is  where  our  trade  missions  are  going.  This  is 
really  where  our  whole  emphasis  is  because  this  is  where  we  know 
the  growth  is  occurring  in  our  exports. 

Senator  Moseley-Braun.  Thank  you  so  much,  Mr.  Chairman. 

Senator  BOND.  Thank  you,  Senator. 

Senator  Murray,  do  you  have  an3rthing  further? 

Senator  Murray.  [Nods  in  the  negative.] 

Senator  Bond.  Mr.  Ambassador,  thank  you  very  much.  As  Sen- 
ator Sarbanes  indicated,  I  wish  we  could  have  the  full  attention  of 
all  of  the  media  who  should  be  interested  in  this.  I  want  to  thank 
you  for  the  efforts  you've  put  into  this. 

Mr.  EiZENSTAT.  Thank  you. 

Senator  Bond.  I  express  my  thanks  to  all  of  the  members  of 
the  audience  who  have  come  to  be  with  us.  I  hope  that  you  will 
help  carry  the  message  that  there  are  important  things  going  on 
in  the  export  field.  We  are  going  to  do  our  best  to  work  with  you 
on  a  bipartisan  basis  to  continue  and  to  expand  those  efforts,  which 
can  bring  literally  tens,  if  not  hundreds  of  thousands  of  jobs  to 
our  country  and  strengthen  our  position  in  international  economic 
circles. 

I  commend  you  for  your  outstanding  work  and  for  the  time  and 
effort  that's  gone  in  on  your  part  and  on  the  part  of  all  of  the  mem- 
bers of  the  TPCC  in  preparing  this  report. 

Mr.  EiZENSTAT.  I  thank  you.  Again,  you  have  been  a  great  cham- 
pion, not  only  of  the  TPCC,  but,  more  broadly,  of  U.S.  exporters. 
Your  leadership  gives  us  all  a  sense  of  inspiration. 

Senator  Bond.  Thank  you  very  much,  Mr.  Ambassador. 

The  hearing  is  adjourned. 

[Whereupon,  at  11:25  a.m.,  the  hearing  of  the  Subcommittee  on 
International  Finance  was  adjourned.] 

[Prepared  statements  and  additional  material  supplied  for  the 
record  follow:] 
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PREPARED  STATEMENT  OF  SENATOR  BARBARA  BOXER 

Thank  you,  Mr.  Chairman.  Good  morning,  Secretary  Eizenstat.  I  am  pleased  to 
welcome  you  here  this  morning,  and  I  am  anxious  to  hear  the  progress  the  Trade 
Promotion  Coordinating  Committee  has  made  since  its  Third  Annual  Report. 

The  TPCC's  mandate,  according  to  the  Export  Enhancement  Act  of  1992,  is  to  co- 
ordinate the  export  promotion  and  financing  activities  of  the  Federal  Government. 
This  mandate  is  of  particular  importance  for  the  growing  number  of  U.S.  businesses 
operating  in  the  global  economy.  I  would  note,  parenthetically,  that  many  of  those 
global  businesses  are  located  in  my  home  State  of  California. 

California  is  the  Nation's  leading  exporter.  There  are  approximately  25,000  ex- 
porting firms  in  the  State  of  California.  These  firms  produce  approximately  $80  bil- 
lion in  sales  and  support  about  1  million  jobs. 

As  this  year's  TPCC  report  acknowledges,  "Our  major  competitors  have  main- 
tained a  sizeable  advantage  over  the  United  States  in  terms  of  relative  budget  and 
staff  dedicated  to  securing  export  sales  for  their  business  commimity."  It  is  impera- 
tive, therefore,  that  the  U.S.  Government  work  in  concert  with  U.S.  businesses  to 
ensure  a  coordinated  and  comprehensive  strategy  for  promoting  U.S.  businesses 
abroad. 

The  Third  Annual  Report,  "A  National  Export  Strategy:  Meeting  Foreign  Competi- 
tion," focused,  in  large  measiu«,  on  the  TPCC's  efforts  to  confront  questionable  for- 
eign trade  practices  by  U.S.  competitors.  These  questionable  practices  usually  took 
the  form  of  bribery.  This  year's  report,  the  Committee's  fourth,  notes  that  while 
progress  is  being  made  with  regard  to  bribery,  there  is  still  work  to  be  done.  I  look 
forward  to  hearing  some  of  the  specific  steps  the  TPCC  is  undertaking  to  help  en- 
sure that  bribery  is  not  putting  U.S.  companies  at  a  competitive  disadvantage  vis- 
a-vis their  foreign  counterparts. 

I  am  also  interested  to  hear  more  about  the  new  initiative,  announced  in  this 
year's  report,  aimed  at  helping  small  business  exporters  with  planning  for  and  man- 
aging export  financing.  As  you  know,  small  businesses  have  been  a  real  catalyst  for 
the  U.S.  economy  in  recent  years.  Thus,  it  is  critically  important  that  we  streamline 
the  process,  where  possible,  to  make  it  easier  for  small  businesses  to  engage  in 
international  transactions.  The  global  future  is  now,  and  the  Federal  Government's 
export  advocacy  efforts  will  play  a  vital  role  in  determining  the  success  of  our  busi- 
nesses in  the  global  economy  of  today  and  tomorrow. 

Finally,  I  would  like  to  acknowledge  the  work  of  the  late  Secretary,  Ron  Brown. 
Under  hiis  direction,  the  Department  of  Commerce  helped  develop  a  National  Export 
Strategy  which  enabled  many  businesses  in  California,  and  elsewhere,  to  effectively 
and  successfully  compete  for  foreign  contracts.  I  am  siu-e  that  you  and  Secretary 
Kantor  will  continue  the  progress  he  made  in  those  areas. 

I  look  forward  to  hearing  your  remarks  and  to  discvissing  this  year's  TPCC  report. 


PREPARED  STATEMENT  OF  STUART  E.  EIZENSTAT 

Under  Secretary  of  Commerce  for  International  Trade 
September  25,  1996 

Introduction 

Mr.  Chairman  and  distinguished  Members  of  the  Senate  Banking,  Housing,  and 
Urban  Affairs  Committee,  I  am  very  proud  to  appear  before  you  today  to  present 
to  Congress  the  Fourth  Annual  Report  of  the  Trade  Promotion  Coordinating  Com- 
mittee (TPCC).  As  I  think  you  will  agree,  this  year's  report  is  the  most  far-reaching, 
substantive  report  the  TPCC  has  produced — ^bringing  together  the  promotional  and 
policy  efforts  of  20  Government  agencies  into  a  truly  comprehensive  National  Export 
Strategy.  This  report  is  further  evidence  of  the  wisdom  of  Congress,  as  expressed 
in  the  Export  Enhancement  Act  of  1992,  in  establishing  a  cross-cutting,  effective 
mechanism  for  all  U.S.  Government  agencies  to  work  together  to  promote  American 
exports. 

First,  I  would  like  to  point  out  that  this  report  was  truly  a  team  effort,  and 
express  my  deep  appreciation  for  the  leadership  and  tremendous  participation  of 
Tino  Kamarck  at  the  Export-Import  Bank,  who  serves  as  Vice-Chair  of  the  TPCC; 
Phillip  Lader,  Administrator  of  the  Small  Business  Administration;  Ruth  Harkin  of 
the  Overseas  Private  Investment  Corporation;  and  Joe  Grandmaison  of  the  Trade 
and  Development  Agency,  who,  through  their  genuine  commitment  to  our  goal  of  en- 
suring that  U.S.  companies  have  every  opportunity  in  the  global  marketplace,  have 
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been  instrumental  to  our  ability  to  develop  a  strategy  that  will  be  meaningful  to 
the  U.S.  business  community  in  the  coming  year. 

In  regard  to  OPIC,  let  me  strongly  urge  Congress  to  pass  a  1-year  OPIC  ex- 
tension with  flexibility  to  continue  operating  its  programs  as  provided  in  your  bill, 
Mr.  Chairman,  H.R.  4109,  and  the  Foreign  Operations  Appropriations  Conference. 
OPIC  plays  a  key  role  in  our  National  Export  Strategy  and  its  efforts  to  increase 
American  exports  help  U.S.  firms  face  the  increased  pressures  of  foreign  competi- 
tion. OPIC  finance  and  insurance  programs  offer  unique  opportunities  to  American 
business — opportunities  which  translate  into  good,  high  wage  jobs  for  American 
workers.  Congress  must  not  let  this  essential  program  lapse. 

Mr.  Chairman,  also  allow  me  to  say  a  few  words  about  the  TPCC  and  how  it  is 
working.  Last  March,  during  my  confirmation  testimony,  I  mentioned  that  one  of 
my  top  priorities — were  I  to  be  confirmed  as  Under  Secretary  of  Commerce  for  Inter- 
national Trade — would  be  to  fulfill  the  mandate  of  the  TPCC.  Shortly  after  my  con- 
firmation, I  met  with  the  other  key  TPCC  agency  principals,  obtaining  their  views 
on  how  we  could  work  together  to  aggressively  move  the  TPCC  and  the  National 
Export  Strategy  forward. 

No  single  activity  has  occupied  my  time  and  energy  more  than  as  working  with 
Secretary  Kantor  to  coordinate  the  work  of  the  TPCC  and  develop  a  substantive  ac- 
tion agenda.  The  TPCC's  work  this  year  has  focused  on  our  Government's  response 
to  foreign  competitive  practices — from  subsidies  and  concessional  financing  to  brib- 
ery and  corruption. 

Following  our  initial  discussions,  the  TPCC  agencies  began  the  operational  proc- 
ess of  working  on  this  year's  agenda.  I  convened  a  TPCC  deputies  meeting  to  set 
our  priorities  and  to  launch  working  groups  to  develop  proposals  and  to  begin  draft- 
ing the  issue  papers  which  eventually  laid  the  foundation  for  this  year's  National 
Export  Strategy  report.  The  working  groups  then  met  on  a  weekly  basis  to  refine 
their  recommendations  and  fvilly  vet  their  proposals.  Guided  by  the  TPCC  deputies 
and  our  more  informal  TPCC  steering  committee  or  "Rump  Group" — which  consists 
of  the  trade  finance  agencies,  Commerce,  State,  Treasury,  Energy,  and  Transpor- 
tation— the  working  groups  refined  their  issue  papers  and  the  TPCC  deputies  met 
to  resolve  any  outstanding  issues. 

Whether  it's  through  our  interagency  Advocacy  Network,  our  Trade  Finance 
"Pipeline"  groups,  or  regular  deputies  meetings,  the  TPCC  agencies  pool  their  re- 
sources at  both  the  working  and  policy  levels  to  ensvire  the  effectiveness  of  U.S. 
trade  promotion  and  finance  programs. 

My  purpose  in  mentioning  how  the  TPCC  process  functions  is  to  provide  you  with 
a  behind-the-scenes  view  of  how  we  got  here  today — and  to  assure  you  that  the 
TPCC  not  only  works,  it  is  indeed  working  very  well.  After  3  years  of  close  collabo- 
ration, I  know  of  no  other  interagency  group  where  representatives  from  so  many 
different  Government  organizations  come  together — as  friends  and  colleagues — to 
work  for  the  benefit  of  America's  economic  weU-being.  As  we  move  forward  together 
in  the  coming  year,  we  will  work  in  continued  close  collaboration  to  implement  the 
strategies  which  I  will  highlight  for  you  today. 

Mr.  Chairman,  first  allow  me  a  moment  to  share  quickly  with  you  some  of  our 
key  accomplishments  over  the  past  year  to  help  U.S.  businesses — of  all  sizes — 
benefit  from  the  tremendous  opportunities  presented  by  the  global  marketplace. 

Status  of  the  National  Export  Strategy 

When  the  TPCC  first  began  its  work  in  1993,  we  were  confronted  with  a  Federal 
Government  that  was  at  its  worst  working  at  cross  purposes  in  the  area  of  trade 
promotion,  and  at  its  best  laboring  under  an  unfocused  and  uncoordinated  set  of 
programs.  The  TPCC  changed  all  that,  launching  recommendations  that  reduced 
programmatic  duplication  and  overlap  in  our  trade  promotion  activities. 

Last  year,  we  reported  on  how  we  had  focused  the  National  Export  Strategy  on 
our  Advocacy  program — aimed  at  leveUng  the  overseas  playing  field  to  ensure  that 
U.S.  businesses  can  compete  on  an  equal  footing — and  our  efforts  on  helping  small- 
and  medium-sized  firms.  To  that  end,  we  deepened  our  efforts  on  the  Advocacy 
front,  enabling  us  since  the  start  of  this  program  in  November  1993,  to  help  U.S. 
companies  win  over  $42  billion  in  U.S.  export  content  in  large  procvu*ements  in  de- 
veloping countries. 

Over  the  past  year,  we  also  completed  one  of  the  cornerstone  initiatives  of  the 
National  Export  Strategy,  estabUshing  15  "one-stop"  export  shops  throughout  the 
country  to  better  help  small-  and  medium-sized  firms.  Our  fully  operational  na- 
tionwide network  of  U.S.  Export  Assistance  Centers  (USEAC's)  combine  the  exper- 
tise of  the  Commerce  Department,  the  Small  Business  Administration,  the  Export- 
Import  Bank,  and,  in  one  instance,  the  Agency  for  International  Development  as 
well  as  our  local  partners. 
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We  have  also  succeeded,  through  the  OECD  Export  Credit  Arrangement  and 
Ex-Im  Bank's  matching  policy,  in  reducing  the  use  by  other  countries  of  trade  dis- 
torting Tied  Aid  offers  from  approximately  $10  billion  in  1992  to  less  than  $4.5  bil- 
lion now;  continued  to  provide  greater  access  to  trade  finance  for  small  businesses 
by  working  to  harmonize  the  Export  Working  Capital  Programs  of  the  SBA  and 
Ex-Im  Bank;  and  continue  to  establish  U.S.  Commercial  Centers  around  the  world 
to  help  U.S.  companies  to  take  advantage  of  the  trillions  of  dollars  of  opportunities 
available  in  the  Big  Emerging  Markets.  Taken  together,  these  initiatives,  along  with 
many  of  the  other  programs  highlighted  in  the  report,  have  helped  American  firms 
break  into  new  markets,  and  will  help  to  keep  Ainerica  an  exporting  powerhouse. 

The  Next  Phase 

We  cannot  afford  to  stop  for  even  a  moment.  The  global  marketplace  is  fiercely 
competitive,  and  if  we  slow  down,  we  may  lose  critical  opportunities  for  our  compa- 
nies and  a  better  future  for  oiu*  workers.  To  that  end,  the  TPCC  is  forging  aggres- 
sively ahead,  moving  the  National  Export  Strategy  forward  into  its  next  phase — 
focusing  on  the  impact  of  practices  our  competitors  use  to  obtain  market  access  in 
the  world's  fastest  growing  economies,  sometimes  hampering  the  abiUty  of  American 
companies  and  workers  to  compete  overseas,  and  costing  real  jobs  here  at  home. 

Of  course  we  have  worked  to  extend  our  ongoing  efforts  in  the  more  traditional 
areas  of  trade  promotion,  trade  finance,  advocacy.  Here  we  have  built  a  solid  record, 
and  rather  than  recounting  those  successes  which  you  can  read  in  the  report,  I 
would  like  to  take  this  opportunity  today  to  highlight  for  you  oiu"  work  aimed  at 
stopping  the  scourge  of  transnational  bribery  and  our  cutting-edge  efforts  to  respond 
to  the  particular  needs  of  small  businesses.  I  would  also  Uke  to  spend  time  on  three 
emerging  commercial  poUcy  issues  which  we  have  not  previously  addressed,  but  now 
beUeve  must  be  an  integral  part  of  a  long-term  strategy  to  help  U.S.  companies  com- 
pete in  the  next  century:  standards;  technical  assistance;  and  offsets. 

Focusing  on  Bribery  and  on  the  Needs  of  Small  Business 

Addressing  Transnational  Bribery 

You  will  remember  that  last  year's  report — as  well  as  our  classified  study — 
recounted  in  some  detail  what  we  had  initially  discovered,  namely  that  bribery  and 
other  forms  of  corruption  have  kept  U.S.  firms  from  winning  contracts  that  they 
might  otherwise  have  won — to  the  tune  of  perhaps  billions  of  dollars  worth  each 
year. 

Since  transnational  bribery  is  by  its  nature  iUicit  and  covert,  it  is  impossible  to 
determine  its  magnitude  with  any  precision.  However,  since  the  OECD's  adoption 
of  anti-bribery  recommendations  in  mid- 1994,  we  have  learned  of  significant  allega- 
tions of  bribery  by  foreign  firms  in  139  international  commercial  contracts  valued 
at  $64  billion.  We  estimate  U.S.  firms  lost  36  of  these  contracts,  valued  at  approxi- 
mately $11  biUion,  although  it  is  unclear  whether  bribery  was  the  decisive  factor. 
Since  these  figures  represent  only  those  cases  which  have  come  to  our  attention,  we 
suspect  the  magnitude  of  the  problem  is  much  greater  than  these  estimates  suggest. 

To  address  these  problems,  the  CUnton  Administration  has  worked  together  over 
the  past  year  to  develop  a  comprehensive  Government-wide  response  to  reduce  for- 
eign corrupt  practices.  Chir  report  lays  out  the  key  efforts  that  the  Administration 
will  focus  on  over  the  next  year.  Throughout  this  process,  we  have  been  in  close  con- 
tact with  the  business  community,  which  sees  this  issue  as  a  high  priority  and  one 
which  will  require  a  multilateral  approach. 

We  have  had  some  important  successes  over  the  last  year.  We  made  tremendous 
progress  at  the  May  1996  OECD  Ministerial  meeting  in  getting  other  countries  to 
adopt  a  recommendation  calling  on  all  member  countries  to  deny  the  tax-deductibil- 
ity  of  bribes  and  to  agree,  in  principle,  to  the  criminahzation  of  bribery.  Over  the 
next  year,  we  will  work  to  ensure  that  OECD  members  follow  through  on  the  tax 
changes  and  that  we  complete  our  agenda  on  criminahzation  of  bribery  by  the  1997 
OECD  Ministerial. 

We  had  an  important  breakthrough  in  Latin  America,  with  the  adoption  of  the 
OAS  convention  on  bribery  and  corruption — the  first  anti-corruption  treaty  in  the 
world — which  we  will  seek  to  have  signatories  ratify  and  implement  as  soon  as 
possible. 

The  Administration  plans  to  build  on  the  recent  success  we  have  had  in  the  World 
Bank,  which  just  adopted  stringent  anti-bribery  procurement  rules  which  we  will 
seek  to  have  repUcated  in  all  the  international  financial  institutions. 

Finally,  though  not  directly  related  to  bribery,  we  are  seeking  agreement  at  the 
WTO  Ministerial  to  begin  negotiations  on  an  interim  Government  procurement 
agreement,  which  would  focus  on  the  principles  of  transparency  and  due  process. 
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Adopting  these  principles  should  help  deter  bribery,  since  this  illicit  activity  does 
not  thrive  in  the  hght  of  day. 

There  are  a  number  of  new  steps  in  our  own  commercial  policies  which  can  help 
strengthen  and  support  these  initiatives: 

•  We  will  amend  our  Advocacy  GuideUnes  to  condition  U.S.  Government  advocacy 
assistance  on  a  commitment  that  any  firm  seeking  support  would  have  to 
ensure  that  its  foreign  parent  or  affiliates  are  not  paying  bribes  to  win  the  con- 
tract for  which  they  have  requested  advocacy;  and  that  they  maintain  and  en- 
force a  policy  prohibiting  the  bribery  of  foreign  officials.  This  is  the  first  time 
we  will  reach  the  foreign  parent  or  foreign  affiliate — a  major  step  forward; 

•  We  wiU  also  amend  the  Ex-Im  Bank's  Supplier  Certificate  to  minimize  any  pos- 
sibility of  bribery  occvuring  in  transactions  in  which  Ex-lm  Bank  may  support, 
and  we  will  amend  OPIC's  insurance  application  to  strengthen  its  anti-bribery 
provisions; 

•  We  wUl  estabUsh  at  the  Commerce  Department  a  hotline  for  reporting  possible 
instances  of  bribery  of  foreign  officials  by  non-U. S.  companies;  and 

•  Treasury  wiU  work  closely  with  international  institutions  such  as  the  World 
Bank,  which  are  adopting  for  the  first  time  effective  and  far-reaching  anti-brib- 
ery requirements  for  their  multi-biUion-dollar  contracts. 

Obviously,  we  are  not  going  to  solve  this  problem  overnight.  We  are  encouraged 
by  the  recent  progress  and  the  growing  public  support  in  many  countries  for  our 
approach.  It  reflects  the  growing  realization  that  transnational  bribery  sets  back 
economic  growth  and  undermines  democratic  systems. 

Responding  to  the  Needs  of  Small  Business 

On  the  small  business  front,  I  would  like  to  tell  you  about  some  exciting  proposals 
that  the  TPCC,  specifically  Ex-Im  Bank  and  the  SBA,  have  been  working  on  to 
broaden  the  accessibility  of  trade  finance  for  small  businesses.  We  have  found 
through  the  SME  seminars  we  have  held  around  the  country  and  in  meetings 
and  seminars  with  larger  and  smaller  banks  that  one  of  the  highest  barriers  to  in- 
creased small  business  exporting  is  the  diflficvilty  in  obtaining  working  capital  for 
the  production  of  export  products  and  direct  export  financing.  As  you  know,  small 
firms  are  critically  important  to  the  health  of  our  Nation's  economy — employing  54 
percent  of  the  private  work  force,  creating  almost  aU  of  the  job  growth  in  the  past 
20  years,  and  accounting  for  half  of  our  gross  domestic  product.  The  welfare  of  small 
businesses — helping  them  to  fulfill  their  export  potential — ^is  one  of  the  key  compo- 
nents of  the  National  Export  Strategy. 

Although  the  United  States  does  have  in  place  a  number  of  effective  programs 
aimed  at  helping  small  businesses,  some  of  our  competitors  provide  a  stronger  ex- 
port finance  network.  For  reasons  which  include,  but  are  not  limited  to,  lower  profit- 
ability and  higher  costs  for  small  transactions,  U.S.  banks  have  been  less  attracted 
to  trade  finance  for  small-  and  medium-sized  new-to-export  firms.  In  fact,  only  about 
75  of  the  over  9,000  banks  in  the  United  States  do  substantial  export  financing,  and 
most  small  businesses  do  not  have  relationships  with  these  larger  banks. 

To  directly  address  these  needs,  the  Export-Import  Bank  and  the  SBA  are  devel- 
oping new  programs  to  help  small-  and  mid-size  firms  gain  better  access  to  critical 
trade  finance: 

•  First,  the  SBA  is  developing  a  new  tool  to  assess  international  risks  associated 
with  export  finance  loans.  The  SBA  will  refine  its  Export  Working  Capital  pro- 
gram to  enable  its  7(a)  lenders — largely  community  banks  without  in-house 
international  finance  expertise — to  expand  the  short-term  credit  available  to 
small  business  exporters.  The  program,  as  currently  envisioned,  would  use  a 
new  decisional  guidance  feature,  helping  the  bank  to  quickly  know  whether  the 
SBA  would  guarantee  the  working  capital  loan.  Once  a  completed  application 
is  received  by  the  SBA,  there  wiU  be  a  3-day  turnaround  time  for  approval. 

•  Second,  Ex-lm  Bank  proposes  to  develop  a  program — modeled  after  the  home 
mortgage  market — which  will  address  the  availabiUty  of  reasonably-priced 
buyer  financing.  This  program  would  encourage  key  domestic  banks  to  insti- 
tute a  financing  program  that  would  essentially  create  a  secondary  market  by 
bundling  loans  into  standardized  packages.  These  packages  would  be  assessed 
by  an  actuary  as  a  whole  rather  than  on  a  transaction-by-transaction  basis — 
simplifying  the  process,  reducing  risks,  and  mitigating  costs. 

The  SBA  plans  to  implement  its  program  by  early  next  year.  Ex-Im  Bank  plans 
further  development  of  this  proposal  during  FY  1997 — on  an  experimental  basis. 
Both  agencies  plan  to  consult  closely  with  Congress,  the  banking  community,  and 
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related  U.S.  Government  agencies  to  refine  their  proposals  and  work  to  increase  the 
availability  of  trade  finance  for  small  businesses. 

A  New  Strategic  Commercial  Policy 

Taken  together,  our  ongoing  work  in  the  traditional  areas  of  trade  promotion 
coupled  with  our  efforts  to  counter  bribery  and  help  small  firms  will  go  a  long  way 
to  ensure  the  international  competitiveness  of  U.S.  business.  This  year's  report, 
Mr.  Chairman,  is  also  important  because  it  reflects  our  belief  that  today,  a  truly 
effective  National  Export  Strategy  must  include  a  strategically  focused  commercial 
plan  that  goes  beyond  the  mere  coordination  of  programs.  It  must,  in  our  view,  take 
a  hard  look  at  our  current  commercial  policies,  address  those  areas  where  we  are 
coming  up  short,  and  articulate  a  long-term  vision  for  where  we  want  our  firms  and 
workers  to  be  in  the  next  century. 

Emerging  Issues 

This  year's  report  does  just  that.  This  year  we  concluded  that  there  are  a  number 
of  policy- related  issues  that  left  unaddressed,  could  hamper  our  best  efforts  in  years 
to  come.  These  issues  include  the  exclusionary  use  of  standards — an  area  in  which 
our  trading  partners,  particularly  in  Europe,  increasingly  rely  to  gain  competitive 
advantage  for  their  exports  to  developing  countries;  technical  assistance  efforts — 
where  other  nations  devote  considerable  resources  to  ensure  that  their  firms  get  in 
on  the  ground  floor  and  win  follow-on  sales;  and  offsets  in  defense  trade — that  can 
distort  markets  and  potentially  reduce  the  emplojrment  and  technological  benefits 
of  an  export  sale. 

This  report  takes  its  first  look  at  the  critical  area  of  product  standards,  where  in- 
stitutions like  the  European  Union  in  particular  are  achieving  an  advantage  by  en- 
suring that  emerging  markets  adopt  their  standards,  guaranteeing  them  a  market 
for  their  firm's  products  for  decades.  The  costs  and  delays,  especially  for  small-  and 
mid-sized  firms,  that  are  inherent  in  meeting  foreign  buyer  requirements  can  very 
often  determine  a  company's  ability  to  penetrate  an  export  market.  Typically,  most 
firms  do  not  have  the  in-house  resources  required  to  perform  the  necessary  testing, 
nor  can  they  usually  afford  the  high  costs  of  submitting  their  products  for  compli- 
ance assessment  by  differing  standards  and  regulatory  bodies  in  various  markets. 

This  is  a  critical  issue  which  can  determine  the  long-term  competitiveness  of 
American  firms,  and  the  policy  challenge  is  significant.  In  the  short-term,  our  strat- 
egy will  be  to  increase  our  efforts  bilaterally  and  multilaterally,  through  the  negotia- 
tion of  more  Mutual  Recognition  Agreements,  while  strengthening  our  monitoring 
of  the  WTO  Technical  Barriers  to  Trade  (TBT)  Agreement  and  heightening  the  role 
and  effectiveness  of  the  private  sector.  We  have  also  begun  to  develop  a  long-term 
program  focused  on  harmonization  of  standards  internationally,  and  we  are  working 
closely  with  industry  to  participate  more  effectively  in  the  international  standards 
arena.  Our  goal  is  a  single  test  of  a  given  product,  against  a  given  standard  world- 
wide— cutting  the  amount  of  red  tape  and  the  high  costs  currently  associated  with 
standards  compliance. 

Technical  assistance  is  also  a  powerful  commercial  tool,  used  by  our  competitors 
to  smooth  the  way  for  their  firms  to  get  in  on  the  ground  floor  of  billion-dollar 
projects  in  emerging  markets.  Technical  assistance  efforts  usually  involve  sending 
in  technical  advisors,  helping  with  the  writing  of  standards,  bid  preparation,  and 
technical  training — in  short  the  "up-fi-ont"  work  that  often  leads  to  follow-on  con- 
tracts. Technical  assistance  includes  another  important  dimension— development 
assistance — which  builds  and  strengthens  domestic  institutions  and  leads,  in  the 
long-run,  to  the  establishment  of  strong  commercial  links.  It  is  becoming  apparent, 
particularly  in  transition  economies,  that  the  countries  providing  strategically- 
focused  technical  assistance  are  the  countries  whose  firms  are  getting  the  best  con- 
tract opportunities,  especially  for  capital  infrastructure  projects. 

In  the  area  of  project-related  technical  assistance,  our  competitors  continue  to  do 
more  to  build  the  longstanding  ties  which  will  benefit  their  firms.  For  example,  in 
the  area  of  feasibility  studies,  the  United  States,  through  our  Trade  and  Develop- 
ment Agency,  which,  while  very  effective,  is  significantly  out-spent.  Our  plan  is  to 
become  more  aggressive  in  this  area,  focusing  our  development  assistance  programs 
to  create  and  strengthen  emerging  market  economies'  market-based  institutions. 
The  TPCC  agencies  will  also  better  coordinate  our  technical  assistance  activities,  en- 
suring that  both  our  growth-oriented  and  project-related  assistance  is  targeted  and 
strategically  focused. 

We  have  also  for  the  first  time  taken  a  look  at  what  we  can  do  in  the  area  of 
offsets.  Offsets  are  compensation  packages  required  by  foreign  governments  as  part 
of  a  contract.  They  can  include  mandatory  coproduction,  subcontractor  production, 
or  technology  transfer.  Our  report  looks  into  this  issue  as  it  relates  to  defense  offsets 
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in  particular.  At  issue  is  whether  the  requirement  of  offsets  by  foreign  governments 
may  be  reducing  emplojTnent,  industrial,  and  trade  benefits  that  accrue  from  the 
sale  of  defense  articles.  We  do  know,  however,  that  in  some  cases  offsets  actually 
give  U.S.  firms  a  competitive  edge  over  their  foreign  rivals.  We  plan  during  the  com- 
ing year  to  review  the  effect  of  offsets  demands  on  the  commercial  market.  In  the 
meantime,  we  have  launched  a  process  in  defense  offsets  that  will  lead  us  to  nego- 
tiations with  our  trading  partners  to  limit  these  practices.  We  will  consult  with  in- 
dustry and  our  trading  partners — and  review  and  modify  U.S.  Government  policies 
as  necessary — in  an  effort  to  develop  a  balanced  approach  to  this  difficult  problem. 
I  would  also  like  to  briefly  mention  another  new  area  that  we  have  mentioned  in 
this  year's  report.  You  may  remember  that  earlier  this  year  the  late  Secretary 
Brown  led  a  Commercial  Development  Mission  to  Africa  to  begin  efforts  to  expand 
trade  and  investment  poUcy  in  the  region.  Upon  his  return,  he  personally  launched 
a  TPCC  working  group  to  help  formulate  and  implement  U.S.  trade  and  investment 
initiatives  for  Africa.  The  working  group's  initial  report  begins  to  lay  out  an  action 
plan  to  address  specific  problems  and  impediments  to  increased  U.S. -African  com- 
mercial expansion.  We  will  be  pursuing  this  initiative  in  the  year  ahead. 

Conclusions 

In  closing,  Mr.  Chairman,  it  is  true  that  the  United  States  today  is  an  exporting 
powerhouse,  with  U.S.  exports  surging  from  $618  billion  in  1992  to  $787  billion  last 
year.  Over  the  last  3  years,  more  than  a  million  and  a  half  jobs  were  supported  as 
a  direct  result  of  increased  exports  and  almost  one-third  of  our  economic  growth 
since  1993  has  been  attributable  to  exports.  Last  year,  we  reached  an  important 
turning  point  where  export  growth  exceeded  import  growth.  And,  we  fully  expect 
that  if  current  export  trends  continue,  we  will  meet,  and  likely  surpass,  the  goal 
that  we  set  2  years  ago  of  reaching  $1.2  triUion  in  exports. 

But  an  effective  National  Export  Strategy  is  not  just  about  improving  oxu-  trade 
balance.  Nothing  less  than  ovu*  standard  of  living  is  at  stake.  Ensuring  that  Amer- 
ican firms  can  compete  fairly  for  overseas  contracts  is  critical  because  on  average 
exporting  firms  pay  their  workers  more,  offer  better  benefits,  and  according  to  a 
recent  study  by  a  leading  group  of  economists,  are  more  Ukely  to  survive  domestic 
economic  downturns — keeping  their  workers  employed. 

That  is  why  a  strategic  National  Export  Strategy  is  so  important.  Over  the  past 
year,  we  have  come  to  realize  that  a  true  commercial  strategy  goes  well  beyond  pro- 
viding commercial  information  and  marketing  products.  It  requires  the  marriage  of 
our  policy  and  promotional  efforts.  As  important  as  our  traditional  tools  are,  we 
have  reached  a  critical  tviming  point,  indeed  a  sea  change  in  our  thinking  and  in 
our  approach.  As  we  have  watched  ovu-  competitors  excel,  we  have  concluded  that 
we  must  have  in  place  a  National  Export  Strategy  that  addresses  the  long-term 
competitiveness  of  the  American  economy. 

The  late  Secretary  of  Commerce,  Ron  Brown,  understood  this.  Indeed,  it  was 
at  his  urging  that  the  TPCC  turned  its  attention  to  the  practices  of  our  trading 
partners,  and  under  the  direction  of  Secretary  Kantor,  we  are  fulfilling  his  legacy. 
I  am  confident  that  we  are  on  the  road  to  accomplishing  our  goal.  This  year's  report 
clearly  sets  the  stage  to  ensure  that  U.S.  exporters  can  fulfill  their  potential  abroad 
and  continue  to  create  good  jobs  here  at  home. 
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Letter  from 
President  Clinton 


One  of  my  highest  priorities  as  President  lias  been  to  provide  greater 
economic  opportunities  for  all  Americans.  In  pursuit  of  this  goal,  my 
Administration  developed  this  country's  first-ever  National  Export  Strategy  - 
to  ensure  that  U.S.  workers  and  businesses  are  able  to  profit  from  export 
opportunities  in  markets  throughout  the  world.  Today,  I  am  proud  to  say,  the 
United  States  has  regained  its  position  as  the  world's  most  competitive  nation. 

America's  economic  future  will  be  closely  tied  to  our  ability  to  compete  in  the 
world  economy.  Almost  one-third  of  our  economic  growth  since  1993  is 
attributable  to  exports,  supporting  1.5  million  new  jobs.  Moreover,  jobs 
supported  by  exports  pay  higher  wages  and  benefits  to  U.S.  workers.  By  tapping 
into  fast-growing  markets  abroad,  we  can  achieve  greater  prosperity  at  home. 

At  the  start  of  my  Administration,  I  asked  then-Secretary  of  Commerce 
Ron  Brown  to  chair  the  Trade  Promotion  Coordinating  Committee  (TPCC). 
He  knew  that  in  order  to  realize  opportunities  for  U.S.  companies  and  workers, 
we  needed  a  sustained,  coordinated  effort  both  within  our  government  and  in 
partnership  with  the  private  sector.  His  leadership,  energy,  and  uncanny  ability 
to  draw  out  the  best  in  all  who  worked  with  him  contributed  to  a  35  percent 
growth  in  exports  during  my  Administration. 

Secretary  Brown  restructured  our  export  promotion  programs  and  focused  them 
where  they  would  have  the  greatest  impact  on  our  nation's  future  standard  of 
living.  He  established  a  nationwide  network  to  help  small  businesses  export 
more,  and  a  government-wide  system  to  promote  American  exporters.  He  led 
trade  development  missions  to  five  continents,  while  building  solid  bonds  with 
our  business,  state,  and  local  partners.  And  he  and  his  colleagues  laid  the 
groundwork  for  a  broad-based  competitiveness  strategy  that  would  both 
incorporate  the  best,  and  overcome  the  most  problematic,  practices  of  our 
trading  partners. 

In  this  post  Cold  War  world,  our  national  security  rests  more  than  ever  on  our 
economic  strength.  Our  foreign  and  commercial  policies  must  be  integrated  if 
we  are  to  accomplish  our  objectives  at  home  and  abroad.  Ron  Brown  and 
thirty-four  other  dedicated  people  lost  their  lives  in  Croatia  on  a  mission 
dedicated  to  advancing  the  economic  dimension  of  forging  a  lasting  peace  in 
that  troubled  part  of  the  world. 
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As  the  United  States  Trade  Representative,  Mickey  Kantor  complemented 
Ron  Brown's  work  by  negotiating  over  200  trade  agreements  -  including  the 
Uruguay  Round  and  NAFTA  -  to  provide  the  market  access  necessary  to 
increase  our  exports.  Now,  as  Ron  Brown  s  successor.  Secretary  Kantor  has 
extended  the  work  that  Ron  began. 

This  fourth  report  on  the  status  of  the  National  Export  Strategy  covers  both  our 
policy  goals  and  concrete  efforts.  Its  focus  is  on  my  Administration's  response  to 
foreign  competitive  practices  that  threaten  fair  and  competitive  market  access  - 
from  concessionary  financing  and  export  subsidies  to  bribery  and  other 
corruption.  It  reflects  the  efforts  of  agencies  throughout  the  government.  It  lays 
out  a  clear  strategy  to  help  U.S.  firms  meet  today's  challenges  in  the  world  market 
and  puts  the  resources  of  the  U.S.  government  firmly  behind  our  exporters. 

In  the  year  ahead,  we  must  continue  to  build  on  our  export  successes.  We  must 
help  small  businesses  fulfill  their  export  potential  since  they  will  account  for 
much  of  our  future  job  growth.  And  we  must  do  more  to  ensure  that  American 
firms  are  not  unfairly  disadvantaged  as  they  compete  overseas. 


William  J.  Clinton 
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Letter  from 
Secretary  Kantor 


Dear  Mr.  President  and  Mr.  Speaker, 

As  chairman  of  the  interagency  Trade  Promotion  Coordinating  Committee 
(TPCC),  1  am  proud  to  present  this  fourth  annual  report  on  the  status  of  our 
National  Export  Strategy.  I  have  focused  this  year's  report  on  the  U.S. 
government  response  to  foreign  competitive  practices  in  rapidly  developing 
countries  where  the  bulk  of  world  export  growth  will  occur  -  from 
concessionary  financing  and  subsidies  to  outright  bribery  and  corruption. 
We  are  intent  on  assuring  that  U.S.  exporters  are  not  put  at  a  competitive 
disadvantage  by  such  practices  and  have  the  full  support  o(  the  United  States 
government  in  the  fiercely  competitive  global  marketplace  for  developing 
nations'  business. 

Over  the  past  three  years,  American  workers  and  companies  have  made  great 
strides  to  compete  in  the  global  economy  -  but  as  this  report  illustrates,  a 
government-wide  strategic  focus  on  assisting  U.S.  companies  abroad  has  never 
been  more  necessary  to  their  success  in  the  global  marketplace. 

When  President  Clinton  asked  the  late  Secretary  Ron  Brown  to  launch  the 
TPCC  in  January  of  1993,  he  was  concerned  about  the  problems  and 
complaints  both  he  and  Congress  had  heard  from  the  private  sector.  TTiere 
were  horror  stories  from  exporters  about  the  bureaucratic  difficulties  they  faced 
getting  basic  export  information  and  assistance,  the  obstacles  they  met  in  their 
own  market  that  disadvantaged  them  vis  a  vis  their  European  and  Japanese 
competitors,  the  contracts  U.S.  companies  and  workers  lost  because  of  trade- 
distorting  tied  aid  and  other  forms  of  economic  and  political  pressure  used  by 
our  trading  partners,  and  the  export  sales  our  small  businesses  weren't  making 
because  they  found  it  too  difficult  to  secure  the  necessary  financing. 

At  the  time,  the  Federal  government  had  no  overall  strategic  plan  to  generate 
American  jobs  through  exports,  and  in  some  cases,  agencies  were  actually 
working  at  cross-purposes.  Armed  with  a  new  mandate  from  Congress,  the 
Export  Enhancement  Act  of  1992,  Ron  Brown  and  the  TPCC  agencies  changed 
that,  and  today  our  nation  has  in  place  a  comprehensive,  effective  strategy  that 
continues  to  evolve  to  meet  the  changing  needs  of  U.S.  business  and  workers. 
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U.S.  exports  are  projected 
to  increase  dramaacaUy 


In  tact,  this  Administration  has  come  to  grips  with  m;iny  ot  the  challenges 
articulated  hy  the  private  sector  -  and  in  some  cases  surpassed  them  -  primarily 
through  the  synergies  that  have  developed  between  our  agencies  as  we  have 
followed  through  on  our  mandate  from  Congress  and  President  Clinton.  The 
fact  that  our  competitors  are  imitating  our  basic  approach  suggests  we  are  on  the 
right  track.  Many  are  revamping  and  consolidating  their  export  promotion 
programs,  creating  their  own  TPCC-like  institutions  including  "Advocacy 
Centers"  headquartered  in  key  ministries.  And  that  apfyroach  simply  raises  cvport 
promotion  to  a  new  order  of  priority  within  the  government,  h  highhghts  the  need  for 
even  more  coordination  among  the  TPCC  agencies,  and  the  need  to  continue  to  develop 
strategies  that  will  give  American  companies  and  workers  their  best  shot  at  these  pivotal 
opportunities  abroad. 

Our  companies  are  following  through  with  unprecedented  export  performance. 
In  just  over  the  last  three  years,  we  have  seen  exports  surge  from  $618  billion  in 
1992,  to  $787  billion  last  year.  Exports  of  goods  and  services  grew  vigorously  for 
the  second  straight  year  at  a  record  12.6  percent  while  agricultural  exports  were 
up  22  percent  from  their  1994  levels  -  reaching  $56  billion  last  year.  Over  the 
last  three  years  more  than  one  million  new  jobs  were  created  as  a  direct  result  of 
increased  exports.  In  1995,  we  reached  an  important  turning  point  where  export 
growth  exceeded  import  growth.  If  we  continue  at  this  clip,  we  will  certainly 
surpass  the  goal  the  Administration  set  two  years  ago  of  increasing  U.S.  exports 
to  $1.2  trillion  by  the  year  2000. 

U.S.  Exports  of  Goods  and  Services  (In  $Billions) 
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The  National  Export  Strategy 


The  National  Export  Strategy  reflects  our  understanding  that  the  domestic  and 
world  economies  are  now  intertwined,  that  globalization  and  interdependence 
are  here  to  stay  -  and  our  belief  that  American  firms  wiU  simply  not  thrive  at  home 
wnless  they  take  full  advantage  of  the  tremendous  opportunities  abroad.  It  is  no  longer 
realistic  to  assume  we  live  in  a  time  when  we  make,  buy  and  sell  most  products  in 
the  U.S.  Today,  ninety-six  percent  of  a  U.S.  firm's  potential  customers  are  outside 
U.S.  borders,  and  the  Big  Emerging  Markets  ("BEMs")'  alone  will  account  for 
almost  half  of  the  world's  market  by  2010.  TTiese  markets  are  our  country's  best 
economic  opportunity,  with  developing  countries  already  accounting  for  almost 
67  percent  of  world  import  growth. 

TTie  strategy  also  reflects  the  fact  that  exporting  is  fundamental  to  our  economic 
health  and  our  standard  of  living.  In  1970,  for  example,  the  overall  value  of 
trade  to  our  economy  equaled  just  1 1  percent  of  America's  GDP.  Twenty-five 
years  later  (1995),  it  reached  23  jjercent.  Over  the  past  three  years,  exports  have 
accounted  for  about  one-third  of  total  U.S.  economic  growth.  In  1995,  some  1 1 
million  jobs  depended  on  exports,  and  by  the  year  2000  that  number  will  have 
risen  substantially. 

What  this  means  to  the  average  American  is  that  his  or  her  company  wiU  perform 
better  if  tluu  company  rtuikes  a  commianeru  to  export.  A  recent  study  by  a  group  of 
leading  economists^  shows  that  firms  that  export  experience  20  percent  faster 
employment  growth  and  are  9  percent  less  likely  to  go  out  of  business  than  are 
non-exporting  firms.  Jobs  in  export  industries  also  pay  13-18  percent  more, 
provide  1 1  percent  higher  benefits  and  are  more  productive  than  firms  that  do 
not  export. 

And  because  export  jobs  pay  more  and  exporting  firms  are  more  likely  to  succeed, 
it  is  clear  that  the  more  we  shift  our  economy  into  exporting  sectors ,  the  more  we  wiR 
contrihuxe  to  more  stahU  communities  and  a  higher  standard  of  living  for  ail  Americans . 


The  Big  Emetging  Maikm  are  Atgenona,  Btanl,  the  Chinete  Ecofwcnic  Area,  ASEAN,  India, 
Mexico,  Poland,  South  Afhca,  South  Korea,  and  Tinfcey. 

J.  David  Richaidiun  and  Kann  Rindai,  Why  Exports  Matter:  Mure',  lm<ituce  fur  Inicrn.iii<'n.il  Et:onnmics 
and  the  Manubcturing  Iranoite,  Wathington.  D.C,  Febiuary  1 996. 
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Average  Plant  Salary  and  Wages   (Per  worker.  Dollars  per  Hour,  1992) 


Exporting  firms  of  all  sizes  pay 
significandy  higher  wages 


SOURCE:  US.  Department  of  Commerce  -  Census  Bureau 

While  global  markets  expose  everyone  to  new  and  different  risks,  economic 
prosperity,  stability,  and  growth  seem  to  be  greater  for  those  who  commit  to  face 
this  challenge  than  for  those  who  do  not.  American  companies  and  workers 
should  embrace,  rather  than  fear,  this  rapidly  changing  global  environment. 
The  job  of  the  TPCC  is  to  help  U.S.  companies  understand  the  importance  of 
world  markets,  helping  to  provide  the  tools  for  them  to  follow  through  and 
supporting  them  to  become  among  the  world's  greatest  competitors. 

Status  of  the  National  Export  Strategy 

During  our  first  year,  the  TPCC  developed  65  concrete  recommendations  to 
leverage  our  resources  and  remove  government-imposed  obstacles  to  exporting. 
In  1994,  we  reponed  on  the  significant  progress  we  had  made  in  implementing 
these  recommendations  and  set  some  new  directions  -  like  our  focus  on  the  Big 
Emerging  Markets  -  to  better  tailor  our  support.  In  1995,  we  honed  our  efforts 
on  advocacy  and  small  business  trade  finance.  As  our  efforts  have  evolved  over 
the  years,  we  have  crossed  several  significant  milestones  we  are  proud  to  report: 

•  We  have  succeeded  in  teducing  potentially  trade  distorting  Tied  Aid  offers 
from  as  much  as  $10  billion  annually  in  1991-1992  to  less  than  $4.5  billion 
annually  in  1993-1995; 

•  As  part  of  our  strategy  on  Untied  Aid,  we  have  notified  U.S.  companies  of 
about  $15  billion  worth  of  japan's  Overseas  Economic  Cooperation  Fund 
projects  and  we  have  worked  with  them  to  help  them  compete  for  a  fair  share 
of  projects  benefiting  from  development  assistance; 
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•  We  have  imprnved  the  coordination  among  our  finance  agencies  sn  th;it  Ex- 
Im  Bank,  Overseas  Private  Investment  Qirporation  (OPIC)  and  tlic 
U.S.  Trade  and  Development  Agency  now  provide  comprehensive  joint 
financing  packages  in  major  contract  negotiatitms  just  as  our  competitors  do, 
rec<.')gnizing  that  the  edge  U.S.  companies  have  ahroad  comes  as  much  from 
the  ability  t)f  our  financing  agencies  to  operate  as  a  team  as  from  the  le\el  ot 
financing; 

•  We  have  seen  a  marked  increase  in  t)ur  high  technology  exports  over  the  last 
year.  After  several  rounds  of  liberalization  of  our  export  controls,  we  have 
released  more  than  $42  billion  in  exports  from  individual  licensing 
requirements  and  streamlined  the  export  licensing  process.  The  result 
has  been  to  reduce  licensing  loads  by  more  than  60  percent  from  when  the 
Clinton  Administration  took  office. 

•  We  quadrupled  OPIC's  per  project  financing  and  doubled  its  political  risk 
irisurance  limits  to  reflect  commercial  realities  in  the  global  market.  As  a 
result,  in  1995,  OPIC  more  than  quadrupled  its  project  finance  commitments 
since  1993,  and  similarly  increased  its  insurance  issued  over  the  last 
two  years; 

•  We  have  launched  a  process  to  harmonize  the  Export  Working  Capital 
Programs  between  Ex-lm  and  Small  Business  Administration  to  facilitate 
trade  finance  for  small  businesses,  resulting  in  a  45  percent  increase  in  Export 
Working  Capital  loans  made  by  SBA  and  Ex-lm  Bank,  combined; 

•  We  have  created  an  Advocacy  Center  and  interagency  Advocacy  Network 
which  has  helped  U.S.  companies  win  overseas  contracts  worth  over  $42 
billion  in  U.S.  export  content,  leveling  the  playing  field  on  large  procurements, 
particularly  in  developing  countries; 

•  With  the  announcement  of  3  more  one-stop  shops,  we  have  almost  completed 
our  national  network  around  the  country  -  our  United  States  Export 
Assistance  Centers  (USEACs)- where  Commerce,  Ex-lm,  SBA,  AID  (and 
soon  the  Department  of  Agriculture)  work  together  to  make  sure  our  export 
promotion  services  are  available  in  one  place  for  new-to-export  firms.  Our 
interagencyU.S.  Export  Assistance  Centers,  now  operating  in  15  U.S.  cities, 
provide  one-stop  centers  for  U.S.  exporters  to  obtain  export  counseling  and 
export  finance  assistance.  More  centers  are  on  our  agenda  for  the  coming  year. 
and; 

•  We  continue  to  establish  commercial  centers  around  the  world  to  focus 
our  regional  export  promotion  program  through  our  Big  Emerging  Markets 
Initiative. 
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A  New  Strategic  Focus 

As  we  continue  to  coordinate  our  finance  and  promotion  profjrams,  our  strategy 
is  evolving  to  the  next  order  of  priority:  combatint;  foreign  competitive  practices 
that  impede  U.S.  access  to  foreign  markets  hy  developuig  proactive  strategies  that 
marry  our  poUcy  and  promotional  efforts  to  ensure  U.S.  companies  and  workers 
are  the  first  on  the  ground  to  take  advantage  of  the  trade  agreements  concluded 
under  President  Clinton's  leadership. 

Our  trading  partners  know  as  well  as  we  do  that  winning  the  trillions  in  large- 
scale  projects  up  for  bid  over  the  next  decade  in  the  emerging  and  recently  war- 
torn  economies  will  be  crucial  to  their  economic  strength  as  import  demand 
slows  in  their  economies.  While  we  still  have  an  eye  on  following  through  on  the 
initiatives  we  launched  in  previous  reports  -  especially  the  issue  of  small  business 
trade  finance  -  it  is  this  set  of  critical  projects,  and  the  steps  we  must  take  to  help 
our  companies  win  them,  that  has  become  the  TPCC's  focus  and  will  be  our 
biggest  challenge  in  the  coming  year. 

While  we  have  succeeded  in  developing  an  agency-wide  institutional  focus  and 
have  a  solid  set  of  accomplishments,  we  are  under  no  illusion  that  our  work  is 
complete.  Our  trading  partners  are  clearly  heightening  their  advocacy  efforts 
and  strengthening  their  export  promotion  programs  and  budgets,  and  it  is 
evident  these  governments  intend  to  bolster  their  activities  further  in  the  coming 
decade. 

Our  assessment  of  our  competitors'  practices  makes  clear  that  we  face  two  major 
obstacles.  First,  it  is  evident  we  dedicate  fewer  resources  to  trade  promotion  and 
market  access  efforts  than  our  competitors  -  especially  those  programs  that  have 
the  greatest  potential  to  get  our  firms  and  workers  in  on  the  ground  floor  of  these 
high-growth  economies.  Our  competitors  still  spend  billions  -  and  in  the  case  of 
Japan,  tens  of  billions  -  more  than  we  do  on  export  promotion  and  financial 
assistance  to  win  these  contracts,  and  deploy  far  more  people  on  the  ground  -  in 
the  case  of  France,  twice  as  many. 

Clearly,  we  cannot  and  should  not  match  the  trade  promotion  expenditures  of 
these  countries  dollar  for  dollar  in  a  time  when  balancing  the  budget  is  one  of 
our  highest  national  priorities.  Rather,  we  must  act  strategically,  leverage  our 
resources  and  tighten  our  coordination  as  we  implement  an  effective  plan  to 
maximize  the  benefits  -  in  terms  of  exports  and  jobs  -  of  each  taxpayer  dollar 
spent  on  expon  promotion  activities. 

Second,  we  cannot  meet,  much  less  beat  the  competition  when  we  still  face 
underhanded  and  in  many  cases,  illegitimate  practices  on  the  part  of  our  trading 
partners.  We  continue  to  hear  from  U.S.  companies  that  questionable  practices, 
such  as  bribery  and  other  forms  ot  political  and  economic  pressure,  continue  to 
be  among  the  most  difficult  barriers  they  confront  abroad. 
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Last  year,  the  TPCC  presented  a  classihed  report  to  Congress  detailing  some  ot 
the  practices  our  competitors  engage  in  to  obtain  these  major  contracts  and 
estimated  they  cost  U.S.  companies  a  minimum  of  $25  billion  over  the  last  eight 
years.  One  conclusion  drawn  was  that  the  use  ot  these  practices  was  far  more 
widespread  than  previously  known,  and  without  heightened  multilateral  and 
bilateral  efforts,  will  likely  intensify  in  the  future  as  the  global  stakes  and 
competition  multiplies. 

Bribery  continues  to  be  the  biggest  culprit.  Since  the  OECD's  adoption  of  anti- 
bribery  recommendations  in  mid- 1994,  we  have  learned  of  significant  allegations 
of  bribery  by  foreign  firms  in  139  international  commercial  contracts  valued  at 
$64  billion.  We  estimate  U.S.  firms  lost  36  of  these  contracts,  valued  at 
approximately  $11  billion.  Since  these  figures  represent  only  those  cases  which 
have  come  to  our  attention,  we  suspect  the  magnitude  of  the  problem  is  much 
greater.  Bribery  continues  to  be  key  in  many  export  competitions,  with  the 
companies  offering  bribes  still  winning  80  percent  of  the  decisions.  And  while 
our  OECD  trading  partners  are  moving  in  the  direction  of  discouraging  bribery 
of  foreign  officials,  indications  are  that  the  problem  is  spreading  widely  among 
other  regions,  particularly  Asia,  the  Middle  East  and  Latin  America. 

Now  that  we  have  a  better  handle  on  the  extent  of  the  problem,  it  is  essential  we 
come  forward  with  a  comprehensive  government-wide  strategy  to  counter  and 
discourage  the  use  of  these  practices.  We  have  already  undertaken  important  first 
steps:  continuing  our  aggressive  advocacy  campaign,  developing  an  effective  trade 
finance  strategy  and  improving  and  consolidating  our  trade  promotion  programs. 
We  have  made  major  progress  in  the  OECD.  At  the  OECD  Ministerial  this  May, 
we  secured  for  the  first  time  the  unanimous  endorsement  of  a  policy  for  all 
member  countries  calling  for  the  elimination  of  the  the  tax  deductibility  of 
foreign  bribes.  We  are  now  working  to  obtain  OECD  consensus  to  criminalize 
bribery  abroad.  We  achieved  a  similar  success  at  the  Organization  of  American 
States  -  the  world's  first  anti-corruption  treaty  requiring  signatories  to 
criminalize  bribery  of  foreign  officials  and  extradite  offenders.  We  will  soon 
engage  our  other  trading  partners  in  World  Trade  Organization  (WTO) 
negotiations  aimed  at  an  interim  agreement  on  procurement  to  assure 
transparency,  openness,  and  due  process,  as  a  step  towards  broadening  a 
subsequent  comprehensive  WTO  procurement  agreement. 

But  we  must  move  further  on  ail  of  these  fronts,  and  it  must  be  a  coordinated, 
targeted  effort  to  be  effective  and  timely  for  U.S.  firms.  This  report  lays  out  a 
blueprint  for  government  action  -  goab  that  the  TPCC  agencies  -  working 
closely  with  the  multilateral  development  banks  and  the  private  sector  -  can 
implement  over  the  course  of  the  coming  year. 
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In  the  area  of  trade  promotion,  we  are  Roing  to  better  focus  our  resources  in  the 
markets  where  our  export  potential  is  greatest,  in  licht  of  the  fact  that  we  are,  in 
some  areas,  outmanned  and  outgunned  in  so  many  key  markets  abroad.  We  will 
fine-tune  our  strategies  for  the  BEMs,  for  our  largest  trading  partners  and  for  the 
sectors  that  hold  the  greatest  promise  of  increased  U.S.  exports. 

On  trade  firuince  we  are  doing  more  to  make  sure  coordination  among  the 
finance  agencies  themselves  and  with  the  rest  of  the  TPCC  agencies  is  fully  in 
place. 

We  want  to  further  improve  our  advocacy  effort  to  ensure  it  is  truly  government- 
wide  and  fully  coordinated.  We  want  to  expand  our  outreach  to  the  private 
sector  and  international  organizations,  especially  the  multilateral  development 
banks,  to  provide  them  with  the  information  necessary  to  enforce  stronger 
procedures  against  questionable  competitive  practices. 

We  have  come  up  with  some  important  new  directions  on  small  busirxess  -  new 
financing  mechanisms  that  will  address  their  difficulty  in  obtaining  trade  finance 
to  export,  which  will  help  minimize  both  the  financial  risks  for  banks  and  the 
paperwork  for  small  firms.  We  will  also  take  a  hard  look  at  the  TPCC's 
harmonized  program  and  assess  how  to  complete  it. 

We  have  in  place  a  comprehensive  government-wide  strategy  on  bribery  that 
will  follow  through  on  the  recent  momentum  we  have  seen  in  the  OECD  and 
Organization  of  American  States,  move  ahead  in  the  WTO  and  include  other 
government-wide  initiatives  that  will  be  meaningful  for  U.S.  companies  in  the 
short  term. 

The  TPCC  will  take  its  first  look  at  the  critical  area  o( standards,  where  the  EU 
countries  in  particular  have  obtained  an  advantage  by  ensuring  emerging  markets 
adopt  their  product  standards  as  they  develop,  guaranteeing  them  a  market  for 
their  exports  for  decades. 

We  will  pay  particular  attention  to  the  key  issue  of  technical  assistance  -  to 
address  the  fact  that  the  Europeans  and  Japanese  devote  considerably  more 
resources  to  helping  emerging  economies  plan  their  projects  and  train  their 
governments  in  infrastructure  development.  It  is  becoming  increasingly  clear  in 
emerging  economies  like  Bosnia  that  the  countries  that  are  on  the  ground  early, 
providing  technical  assistance,  are  the  countries  that  get  the  follow-on  contracts. 
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And,  we  have  outlined  a  policy  on  defense  offsets  that  will  help  addre^s  the 
competitiveness  issues  that  arise  when  our  companies  -  as  part  ot  major  contract 
negotiations  in  sectors  like  aerospace  -  are  otten  required  to  suhcontract  lar^e 
portions  of  follow-on  work  or  even  transfer  technology  in  order  to  wm  critical 
contracts. 

All  of  these  steps,  when  taken  in  tandem  with  our  private  sector  partners,  will 
move  us  toward  our  ultimate  goal  of  ensuring  that  our  companies  have  both  the 
most  coordinated  and  responsive  team  backing  them  up.  As  we  work  to  help  our 
firms  fulfill  their  export  potential,  we  must  als<.i  work  abroad  to  challenge  the 
questionable  practices  and  barriers  to  market  access  that  are  severely 
handicapping  the  competitive  positipn  of  U.S.  companies  and  workers  as  we 
approach  the  next  century.  As  part  of  this  effort,  we  will  place  renewed  emphasis 
on  compliance  by  monitoring,  investigating  and  evaluating  whether  our  trading 
partners  are  living  up  to  the  terms  of  the  trade  agreements  they  have  signed. 

We  hope  that  our  plan  will  spur  other  nations  to  see  the  logic  of  greater 
disciplines  and  rules  for  the  use  of  export  credits,  bribery,  use  of  foreign  aid  for 
commercial  gain  and  other  nonmarket  means  of  winning  contracts.  While  these 
achievements  are  some  distance  away,  the  TPCC  agencies  have  begun  a 
concerted  government  effort  now  to  create  a  new  regime  of  conduct  that  will 
ensure  fair,  open  and  transparent  international  competition  for  all.  1  am 
dedicated  to  pursue  aggressively  the  interagency  coordination  of  our  efforts 
through  the  TPCC  process. 
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Last  year,  in  our  third  annual  report  to  Congress,  we  highliKhted  the 
heightened  competition  our  firms  and  wi>rkers  face  in  the  global 
marketplace.  This  year,  we  have  developed  a  comprehensive,  government-wide 
strategy  to  meet  this  competition  and  ensure  U.S.  companies  and  workers  are  the 
first  on  the  ground  to  take  advantage  of  the  trade  agreements  concluded  under 
President  Clinton's  leadership.  We  have  looked  at  traditional  promotional  issues 
-  trade  finance,  advocacy,  and  our  efforts  to  help  small  business  -  from  the 
perspective  of  what  our  competitors  do,  and  improved  our  approaches 
accordingly  for  U.S.  companies.  We  have  also  looked  ahead  to  a  new  frontier  of 
strategic  commercial  policy  issues  -  bribery  and  corruption,  standards,  technical 
assistance  and  ofifeets  -  which  must  be  addressed  now  if  our  firms  and  workers  are 
to  be  at  the  forefront  of  the  world  economy  in  the  coming  century. 

A  New  Strategic  Commercial  Policy 
Trade  Promotion 

CXir  major  competitors  have  maintained  a  sizeable  advantage  over  the  U.S.  in 
terms  of  relative  budget  and  staff  dedicated  to  securing  export  sales  for  their 
business  community.  Consequently,  we  have  identified  ways  to  make  the  most 
efficient  use  of  our  resources  within  the  federal  export  promotion  network  to 
ensure  we  are  getting  the  highest  return  on  our  trade  promotion  dollars.  We  have 
brought  federal  trade  promotion  and  finance  programs  together  in  one-stop  U.S. 
Export  Assistance  Centers  to  make  them  more  easily  accessible  to  the  business 
community;  we  have  looked  to  technology  to  strengthen  significantly  our  ability 
to  collect  and  disseminate  vital  and  timely  market  information;  we  have  pooled 
the  resources  of  the  federal  government  to  provide  coordinated  advocacy  support 
for  American  companies  bidding  on  major  projects  abroad;  we  have  privatized 
trade  fairs  ard  our  trade  publications  and  have  made  a  concerted  effort  to  better 
align  our  programs  with  those  provided  at  the  state  and  local  level.  We  have  also 
worked  hard  to  reduce  obstacles  to  exports  -  like  outdated  Cold  War  export 
controls  -  that  might  impede  the  ability  of  American  firms  to  compete. 

Nort  Steps  for  Our  Big  Emerging  Markets  Strategy 

We  have  broadened  and  deepened  our  focus  on  the  Big  Emerging  Markets  that 
hold  the  key  to  fiiture  export  growth  and  job  development  in  the  U.S.  We  have 
pursued  various  country  specific  strategies  and  initiatives  in  ASEAN,  Argentina, 
Brazil,  the  Chinese  Economic  Area,  India,  Mexico,  Poland,  Turkey,  South  Africa, 
and  South  Korea.  This  comiiig  year,  we  will  refine  our  strategy  to  make  It  -  like 
our  focus  on  advocacy  -  a  more  pervasive  government-wide  policy  to  hi.lp  U.S. 
firms  doing  business  in  those  markets.  We  will: 
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•  Continue  to  assess  the  resource  needs  of  our  operations  in  the  BEMs  to 
meet  the  increasing  demand  for  export  assistance  services  in  these  rapidly 
growing  markets; 

•  Focus  additional  resources  in  the  BEMs  through  the  establishment  of 
U.S.  Commercial  Centers  like  the  ones  we  have  opened  in  Sao  Paulo, 
Jakarta  and  Shanghai; 

•  Establish  Business  Development  Committees  (or  similar  institutions) 
in  each  BEM  market  over  the  next  two  years  to  deepen  our  bilateral 
commercial  relationship  and  expand  private  sector  participation; 

•  Continue  to  give  these  markets  priority  in  advocacy  support,  TPCC-wide 
Cabinet  level  and  sub-Cabinet  business  development  missions,  and  senior 
governmental  trips; 

•  Launch  interagency  planning  groups  to  enhance  the  U.S.  competitive 
position  in  BEM  markets;  and 

•  Continue  to  work  through  our  existing  interagency  mechanisms  - 
our  advocacy  network,  trade  finance  "pipeline"  working  groups,  and  our 
new  focus  on  technical  assistance  -  to  take  a  hard  look  at  obstacles 
or  impediments  that  exist  for  exporters  in  these  markets,  and  work  to 
resolve  them. 

Reinventing  the  Commercial  Service 

During  the  past  year,  the  Commercial  Service  (formerly  known  as  the  U.S.  and 
Foreign  Commercial  Service)  has  undergone  significant  changes  in  its  structure, 
style  and  mentality.  Though  its  mission  remains  the  same  -  to  help  American 
businesses  expand  their  exports  to  markets  around  the  globe  and  create  higher, 
better  paying  jobs  for  American  workers  -  the  Commercial  Service  has  taken  on 
a  new,  corporate  attitude  and  a  heightened  focus  on  client-driven  service.  To 
continue  to  increase  its  effectiveness,  we  will: 

•  Strengthen  the  expertise  of  all  our  officers  stationed  overseas  -  through 
better  coordination  and  training  -  to  create  virtual  one-stop  shops  in  our 
key  markets; 

•  Strengthen  our  outreach  efforts  through  technological  linkages  with  our 
private-sector  and  state  and  local  partners  to  increase  their  participation 
in  our  export  promotion  efforts. 

Trade  Finance 

If  the  Big  Emerging  Markets  in  Asia  and  Latin  America  continue  to  maintain 
growth  rates  more  than  twice  as  high  as  the  industrialized  countries  and  privatize 
more  industries,  the  impetus  to  compete  -  sometimes  unfairly  -  by  our  foreign 
competitors  will  also  accelerate.  As  competition  heightens  in  these  dcvclopinc 
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countries,  demand  for  export  financing  to  help  level  the  pliiyint;  field  can 
increase  similarly  -  financing  which  the  private  sector  often  cannot  provide  and 
which  is  only  available  through  the  U.S.  government. 

Demand  for  services  from  Ex-Im  Bank,  the  Trade  Development  Agency  and  the 
Overseas  Private  Investment  Corporation  has  grown  dramatically  in  the  last 
three  years  while  support  offered  by  our  foreign  government  export  credit  agency 
counterparts  has  also  grown.  Our  trade  finance  agencies  will  continue  to 
encounter  strong  demand  for  their  services  to  remain  competitive  with  the 
financing  offered  to  domestic  firms  of  our  foreign  competitors.  To  meet  this 
demand,  we  will: 

•  Further  reduce  the  use  of  trade  distorting  tied  aid  through  vigilance  in  the 
implementation  of  OECD  rules; 

•  Expand  our  untied  aid  information  dissemination  program  to  cover  more 
untied  aid  recipients  and  strengthen  our  outreach  efforts  to  enable  more 
U.S.  companies  to  benefit  from  untied  aid  resources; 

•  Work  to  get  an  agreement  in  the  OECD  to  make  the  untied  aid 
notification  system  permanent; 

•  Work  to  ensure  the  U.S.  government  honors  its  financial  commitments 
to  the  Multilateral  Development  Bank  (MDBs); 

•  Redouble  our  aggressive  information  and  outreach  campaign,  and  ensure 
U.S.  small,  medium-sized  and  minority  owned  companies  are  aware  of 
export  and  project  finance  opportunities  available  through  the  MDBs; 

•  Develop  an  initiative  to  educate  and  assist  U.S.  companies  to  tap  MDB 
debt-  equity  and  guarantees  for  their  projects  in  developing  markets;  and 

•  Better  coordinate  our  efforts  and  leverage  our  resources  in  support  of  U.S. 
commercial  activity  with  the  MDBs. 

Advocacy 

The  industrialized  nations  recognize  that  it  is  vital  for  their  firms  to  get  in  on  the 
ground  floor  of  the  major  infrastructure  projects  that  will  be  up  for  bid  in  the 
next  several  years,  both  to  sustain  employment  and  economic  growth  and  to 
help  set  the  standards  which  often  ensure  follow-on  deals  and  future  profits. 
These  projects  will  be  worth  between  $1.2  and  $1.5  trillion  over  the  next  decade 
in  East  Asia  alone.  The  high  stakes  involved  and  the  fact  that  these  contracts 
are  often  decided  by  foreign  governments,  means  that  the  process  to  obtain  these 
contracts  is  susceptible  to  an  array  of  often  questionable  political  pressures. 
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The  Advocacy  Network  was  created  to  respond  to  these  tactics.  In  the  two 
years  that  the  Advocacy  Center  has  been  operational,  U.S.  exporters  have 
received  advocacy  support  in  securing  over  230  foreign  business  agreements 
valued  in  excess  of  $40  bilhon  in  U.S.  domestic  content  over  the  hfe  of  those 
agreements.  During  the  coming  year,  we  will  fortify  and  expand  our  efforts  by: 

•  Increasing  coordination  between  our  Advocacy  Center  and  the 
trade  financing  agencies  to  ensure  that  our  priorities  overlap; 

•  Continuing  to  augment  our  advocacy  staff  through  interchanges 
with  other  TPCC  agencies  and  the  private  sector  and  better 
coordinate  with  the  MDBs; 

•  Broadening  our  advocacy  efforts  to  include  more  U.S.  government 
agencies; 

•  Developing  a  system  to  track  visits  to  the  U.S.  by  key  foreign  officials; 

•  Improving  information  gathering  and  monitoring  of  foreign 
competitive  practices;  and 

•  Improving  our  coordination  with  international  organizations. 

Small  Business 

Small  businesses  are  the  fastest  growing  part  of  our  economy  and  are  the  engine 
of  our  future  job  growth,  employing  54  percent  of  the  private  workforce  and 
accounting  for  half  of  our  gross  domestic  product.  Our  trading  partners  also 
recognize  the  significance  of  small  company  exports  and  have  long  made  the 
exporting  success  of  their  smaller  firms  a  key  priority.  TTiis  past  year,  we  have 
taken  a  close  look  to  see  what  we  can  learn  from  our  trading  partners'  programs 
to  meet  the  needs  of  small  business  exporters.  Over  the  coming  year  we  will 
concentrate  on  creating  new  trade  finance  mechanisms  to  reach  more  small 
businesses  and  lenders  and  completing  our  harmonization  efforts  between  Ex-Im 
Bank  and  SBA  trade  finance  programs.  We  will  also  continue  to  provide  better 
trade  information  and  expertise,  enhance  trade  finance  counseling  and 
information  and  expand  outreach  to  the  small  business  and  banking 
communities  on  the  benefits  of  exporting. 

Small  businesses  cite  access  to  trade  finance  as  a  key  to  export  success,  yet  only 
about  75  of  the  over  9000  banks  in  the  U.S.  do  substantial  export  financing,  and 
most  small  businesses  do  not  have  relationships  with  these  larger  banks.  U.S. 
banks  which  do  provide  export  finance  often  focus  on  larger  transactions 
because  the  paperwork  associated  with  smaller  transactions  is  just  as  extensive 
as  for  larger  deals,  making  it  either  very  expensive  for  the  exporter  or 
unprofitable  for  the  bank.  To  address  these  problems, 
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•  SBA  will  refine  its  7(a)  Export  Working  Capital  Program  that  would 
enable  7(a)  lenders  (mostly  community  banks)  without  in-house 
international  finance  expertise,  to  expand  the  short-term  credit 
available  to  a  small  business  exporter. 

•  Ex'Im  Bank  proposes  the  development  of  a  program  -  modeled  after 
the  home  mortgage  market  -  which  addresses  the  availability  of 
reasonably-priced  user  financing.  It  will  entail  small  banks  taking 
exporter  performance  risk,  larger  banks  assessing  the  credit  risk  of 
foreign  buyers,  and  capital  market  financing  providing  liquidity  to  the 
banks  with  de  minimis  long  run  net  cost  to  the  United  States 
Government. 

•  SBA  and  Ex-Im  Bank  will  work  together  in  cooperation  with  other 
TPCC  agencies  and  the  private  sector  to  assess  how  to  complete 
hamKmization  of  agency  trade  finance  programs. 

Emerging  Issues  in  Commercial  Policy 

Bribery 

Bribery  is  a  barrier  to  trade  which  hurts  U.S.  commercial  interests  and  affects 
the  strength  of  the  global  trading  system.  Since  the  OECD's  adoption  of  anci  - 
bribery  recommendations  in  mid- 1994,  we  have  learned  of  significant  allegations 
of  bribery  by  foreign  firms  in  139  international  commercial  contracts  valued  at 
$64  billion.  We  estimate  U.S.  firms  lost  36  of  these  contracts,  valued  at 
approximately  $11  billion.  These  figures  represent  only  those  cases  which  have 
come  to  our  attenrion;  the  magnitude  of  the  problem  is  much  greater. 

We  have  made  tremendous  progress  on  this  issue  in  just  the  last  year.  In  May, 
the  OECD  adopted  a  Recommendation  which  calls  on  members  to  deny  the 
tax  deducribility  of  bribes.  Ministers  made  a  f)olitical  commitment  to  criminalize 
bribery  and  to  cot>sider  specific  proposals  in  1997  to  accomplish  this  goal. 
The  Organization  of  American  States  (OAS)  completed  the  world's  first 
anti-corruption  treaty  which  requires  signatories  to  criminalize  bribery  of 
foreign  officials.  In  the  NAFTA-created  NADBank,  the  U.S.  won  agreement 
from  Mexico  that  its  guidelines  require  companies  to  certify  that  they  have  not 
engaged  in  bribery  in  bank  projects.  We  will  seek  consensus  at  the  Singapore 
Trade  Ministerial  on  a  WTO  interim  procurement  accord  including  disciplines 
on  transparency,  openness  and  due  process.  And  the  World  Bank  explicitly 
stated  that  it  is  the  Bank's  policy  not  to  tolerate  fraud  or  corruption  on  Bank- 
financed  contracts  by  bidders  or  borrowers.    Anti-bribery  amendments  to  the 
World  Batik's  loan  conditions,  procurement  rules,  and  standard  bidding 
documents  were  approved  in  July  1996.  In  the  coming  year,  we  will  maintain 
this  momentum  through  the  following  steps: 


Executive  Summary 


50 


A  Strntenic  Response 


•  Accord  top  priority  to  achieve  agreement  to  criminalize  commercial  bribery 
through  the  OECD  in  1997; 

•  Monitor  closely  OECD  countries'  implementation  of  their  commitments 
to  eliminate  the  tax  deductibility  of  bribes; 

•  Seek  agreement  at  the  Singapore  WTO  Ministerial  on  a  firm  schedule  for 
negotiating  and  concluding  the  Interim  Agreement  on  Government 
Procurement; 

•  Work  in  APEC  and  the  Free  Trade  Area  of  the  Americas  (FTAA)  to 
promote  transparency  and  accountability  in  member  countries' 
procurement  practices  and  seek  active  support  for  Singapore  Ministerial 
WTO  negotiations; 

•  Create  a  process  to  urge  the  prompt  implementation  of  the  OAS 
Convention  and  signature  and  ratification  by  all  OAS  members; 

•  Continue  work  with  international  financial  institutions  to  ensure  they 
implement  the  G'7  mandate  on  increased  transparency  and  standardization 
in  procurement; 

Seek  to  strengthen  MDB  procurement  oversight  at  MDB  headquarters  and 
oppose  delegation  of  procurement  oversight  to  field  offices  in  project  countries; 

Seek  commitment  of  the  World  Bank  and  other  regional  MDBs  to  require 
companies  to  commit  that  they  have  not  engaged  in  bribery  in  bank-financed 
projects  and  that  they  have  corporate  policies  that  prohibit  bribery; 

Encourage  the  World  Bank  and  other  MDBs  to  take  steps  to  ensure  no  bribery 
takes  place  in  connection  with  any  project  for  which  they  are  providing 
financial  assistance; 

•  Amend  Ex-Im  Bank's  Supplier  Certificate  to  minimize  any  possibility  of 
bribery  occurring  in  transactions  in  which  Ex-Im  Bank  may  support,  and 
amend  OPIC's  insurance  application  to  strengthen  anti-bribery  provisions; 

•  Amend  the  U.S.  government's  Advocacy  Guidelines  to  condition  advocacy 
assistance  on  the  firm  and  its  foreign  parent  or  affiliates:  ( 1 )  not  paying  a 
bribe  in  connection  with  the  transaction  for  which  advocacy  is  sought,  and 
(2)  maintaining  and  enforcing  a  policy  prohibiting  the  bribery  of  foreign 
officials; 

•  Establish  at  the  Commerce  Department  a  hotline  for  reporting  possible 
instances  of  bribery  of  foreign  officials  by  non-U. S.  companies; 

•  Continue  USAID  efforts  to  ensure  that  bilateral  donor  groups  counteract 
transnational  bribery  through  controls  on  bilaterally  funded  procurement 
and  through  efforts  to  support  good  governance  reforms; 
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•  Support  the  activities  of  nongovernmental  organizations  like 
Transparency  International  in  their  efforts  to  combat  international 
business  corruption; 

•  Consult  regularly  with  the  business  community  for  input  on 
implementation  of  the  commitments  we  have  already  obtained  and  new 
ideas  on  ways  to  curtail  transnational  bribery; 

Standards 

Standards  and  conformity  assessment  requirements  imposed  by  other  national 
and  regional  authorities  have  become  a  critical  factor  in  determining  the 
competitiveness  of  American  firms  and  workers.  Our  trading  partners  are 
increasingly  using  product  standards  as  a  tool  to  gain  competitive  advantage  for 
their  exports  to  rapidly  developing  countries. 

This  can  occur  through  a  variety  of  approaches,  through  foreign  assistance 
programs  which  target  the  development  of  key  elements  of  a  country's  technical 
infrastructure  (such  as  the  case  with  Japan  and  Australia  in  the  Pacific  Rim,  or 
European  programs  in  Central  and  South  America,  Eastern  and  Central  Europe 
and  Asia)  or  through  the  negotiation  of  trade  agreements  covering  the 
harmonization  of  standards  (EU  agreements  throughout  Central  Europe,  and 
ongoing  EU  discussions  with  Russia,  Ukraine,  and  some  Latin  American 
countries).  Standards  practices  can  be  an  obstacle  to  entire  markets  for  U.S. 
companies  -  particularly  small  companies  -  without  the  resources  to  counter 
these  efforts. 

We  must  impleihent  both  near  term  efforts  -  to  gain  increased  foreign 
recognition  of  standards  in  broad  use  by  U.S.  industries  -  as  well  as  a  long-term 
program  focused  on  harmonization  at  the  international  level.  Our  goal  is  a 
single  test  of  a  given  product  against  a  given  standard,  accepted  world-wide,  and 
to  help  U.S.  industry  adjust  when  these  new  standards  differ  from  those  currently 
used  in  the  U.S.  To  achieve  this,  we  will: 

•  Emphasize  technical  assistance  programs  as  a  basis  for  long  term 
internationalization  of  standards  and  harmonization  efforts  by: 

Working  with  U.S.  industry  and  standards  developers  to  identify  and 
implement  proactive  strategies  for  participating  in  the  development  of 
international  standards  that  support  U.S.  needs; 

Encouraging  U.S.  industry,  standards  developers,  and  government  agencies 
to  review  WTO  notifications  and  proactively  comment  on  proposed  foreign 
market  regulations  with  a  view  to  achieve  greater  harmonization  reflective 
of  U.S.  technologies  and  practices; 
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Examining  the  feasibility  ot  posting  U.S.  standards  experts  at  key  embassies  in 
Asia,  Eastern  Europe,  Russia  and  Latin  America  and  support  them  with 
comprehensive  technical  assistance  troiii  the  U.S.  public  and  private  sectors; 

Continuing  focused  programs  dedicated  to  standards-related  training  and 
outreach; 

Working  with  U.S.  standards  developers  to  provide  up-to-date  copies  of  U.S. 
standards  in  target  markets; 

•  Strengthen  competitive  commercial  policy  with  multilateral  and  bilateral 
standards  initiatives  by: 

Giving  consideration  to  ways  to  improve  disciplines  under  the  WTO  Technical 
Barriers  to  Trade  (TBT)  Agreement  to  remove  standards-related  barriers 
to  trade; 

Seeking  full  and  effective  implementation  of  the  WTO  TBT  Agreement; 

Negotiating  Mutual  Recognition  Agreements  (MRAs)  to  achieve  broad 
acceptance  of  demonstrably  valid  test  data  and  product  approvals.  Our  first 
priority  should  be  conclusion  of  a  U.S.-EU  MRA; 

Working  toward  full  implementation  of  NAFTA's  provisions  on  conformity 
assessment,  and  using  regional  fora,  including  FTAA  and  APEC,  to  advance 
discussions  on  how  to  improve  market  access  and  resolve  conformity 
assessment  issues; 

•  Increase  the  role  and  effectiveness  of  the  U.S.  private  sector,  including  better 
use  of  existing  advisory  committees,  to  achieve  market  access  in  standards 
related  matters. 

•  Strengthen  U.S.  technical  infrastructure  by: 

Implementing  as  soon  as  possible  a  laboratory  accreditation  infrastructure  for 
recognizing  all  competent  U.S.  laboratories  and  accreditors,  leading  toward  the 
objective  of  a  single  test  of  a  given  product,  conducted  by  a  suitably  accredited 
laboratory,  with  results  acceptable  to  all  users,  both  domestic  and  foreign; 

Extending  the  concept  of  a  unified  laboratory  accreditation  system  to 
encompass  other  forms  of  conformity  assessment,  including  product 
certification  and  management  system  audits  under  ISO  9000  and  ISO  14000; 

Building  regional  networks  for  fundamental  physical  measurements,  such  as  the 
North  American  Calibration  Cooperation  (NACC)  and  the  Metrology 
Cooperation  (NORAMET) .  These  efforts  should  be  extended  to  other  regional 
metrology  organizations  as  well;  and 

Develop  initiatives  targeted  to  facilitate  small  business  access  to  international 
standards  activities. 
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Technical  Assistance 

Technical  assistance  can  play  a  major  role  in  promotinji  trade  and  generating 
economic  growth  in  developing  countries  and  emerging  markets.  It  is  a  powerful 
commercial  tool  to  promote  exports,  involvmg  visits  by  technical  advisors, 
standards  and  specifications  writing,  bid  preparation,  technical  training, 
feasibility  studies,  orientation  visits  and  marketing  assistance.  It  is  also  a 
powerful  developmental  tool,  consisting  of  support  for  policy  reform,  market 
development,  privatization,  trade  liberalization,  deregulation  and  strengthening 
the  institutional  and  enabling  environment. 

Tliere  is  a  continuum  between  the  economic  growth-oriented  development 
programs  of  US  AID  and  the  direct  trade  promotion  and  market  expansion 
programs  of  agencies  such  as  TDA,  Ex-lm  Bank,  OPIC,  Commerce  and 
Transportation.  Bilateral  assistance  programs  help  countries  move  up  the 
economic  ladder,  and  encourage  them  to  dismantle  policies  and  regulations  that 
block  trade  and  investment.  This  in  turn  opens  up  opportunities  for  potential 
investment  and  exports  for  U.S.  businesses.  Technical  assistance  is  used  by  both 
U.S.  and  foreign  governments  to  establish  strong  commercial  and  trade  links  with 
developing  and  transition  economies.  Japan,  Germany,  Great  Britain,  France 
and  Canada  traditionally  have  built  these  ties  by  financing  large  infrastructure 
projects  through  their  export  credit  agencies  and  foreign  assistance  agencies.  It 
is  becoming  apparent,  panicularly  in  transition  economies,  that  the  countries 
providing  strategically-focused  technical  assistjuice  are  the  countries  whose  firms 
are  getting  the  best  contract  opportunities,  especially  for  capital  infrastructure 
projects.  To  help  American  firms  get  in  on  the  ground  floor  of  these  projects: 

•  TPCC  agencies  will  become  more  aggressive  in  providing  technical 
assistance  to  promote  economic  growth  in  developing  countries  and 
assisting  U.S.  companies  in  overcoming  the  heavily  funded  competitive 
practices  of  foreign  governments; 

•  The  TPCC  will  more  closely  focus  development  assistance  programs  to 
create  and  strengthen  market-based  institutions  in  developing  countries 
and  transition  economies; 

•  The  TPCC  agencies  will  also  provide  or  oversee  long-term  technical 
advice  (including  procurement  consultations)  to  foreign  ministries 
to  follow  key  projects,  advise  on  the  establishment  of  institutional  require- 
ments and  industry  standards,  develop  technical  specifications  for  project 
procurements,  and  advise  on  equipment  selection,  technology  and 
services;  and 

•  The  TPCC  will  better  coordinate  our  technical  assistance  activities. 
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Offsets  in  Defense  Trade 

Foreign  governments  often  require  compensation  packages,  or  "offsets"  as 
part  of  contract  negotiations  for  large  military  purchases  such  as  aircraft. 
Compensation  can  include  mandatory  co-production,  licensed  pnxJuction, 
suhcontractor  production,  technok)gy  transfer,  counter  trade,  and  foreign 
investment. 

At  issue  is  whether  foreign  demands  for  offsets  may  he  reducing  employment, 
industrial,  and  technological  trade  henefits  that  accrue  from  U.S.  sales  of  defense 
articles  abroad,  or  whether  the  ability  of  U.S.  companies  to  agree  to  offset 
demands  in  contract  negotiations  gives  them  an  important  edge  over  foreign 
rivals  in  the  increasingly  competitive  international  defense  government  market. 
Ofifiset  agreements  that  result  in  components  related  to  the  systems  sold  being 
produced  abroad  rather  than  in  the  U.S.  can  adversely  impact  downstream  U.S. 
defense  supplier  business  and  employment.  But,  offsets  can  also  lead  to  the 
creation  of  export-related  jobs  because  of  the  advantage  U.S.  defense  companies 
have  over  foreign  rivals  in  terms  of  the  types  of  direct  and  indirect  offsets  they 
can  provide.  Offsets  can  also  provide  benefits  from  maintenance  of  defense 
system  production  lines  and  additional  sales  of  U.S.  spares  and  services  over  the 
lifetime  of  the  exported  hardware.  To  ensure  that  American  firms  and  workers 
are  not  disadvantaged  by  offiset  policies,  we  will: 

•  Consult  with  major  U.S.  arms  producers,  including  bc»th  primes  and 
subcontractors/suppliers,  and  with  labor,  to  seek  their  positions  on  mini* 
mizing  the  adverse  effects  of  offsets  in  defense  trade; 

•  Implement  consultations  with  our  trading  partners  on  offsets  in  defense 
trade  and  related  military  procurement  issues.  Offset  negotiations  should 
be  undertaken  and  should  begin  at  a  bilateral  level,  which  will  allow  for 
consensus  building  before  proceeding  to  a  larger  forum,  such  as  NATO; 
and 

•  Review  and  modify  as  necessary  current  U.S.  government  policy  on  off- 
sets in  defense  trade  to  respond  to  the  changing  nature  of  offset  demands, 
reflecting  both  the  need  for  U.S.  firms  to  remain  competitive  in  interna- 
tional  arms  markets  and  the  need  to  maintain  our  defense  industrial  base. 
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Budgeting  for  Performance:  Conclusions 

TPCC  agencies  have  made  major  contributions  to  our  Nation's  exporters 
over  recent  years  despite  declining  spending. 

•  Budget  authority  for  TPCC  programs  in  fiscal  year  1996  is  $2.8  billion,  well 
below  1995  spending  of  $3.6  billion.  The  President  has  proposed  spending 
$2.3  billion  in  1997,  which  is  only  52  percent  of  1994  spending,  even 
without  adjustment  for  inflation.  The  decline  in  spending  reflects  a  tight 
budgetary  environment  and  some  special  factors  that  permit  reduced 
outlays  -  not  a  reduced  commitment  to  trade  promotion. 

•  Most  of  the  decline  is  the  result  of  decreased  spending  on  Department  of 
Agriculture  (USDA)  programs,  largely  due  to  factors  such  as  high  current 
commodity  prices  and  technical  reestimates  of  credit  subsidies.  These 
changes  have  led  USDA  spending  to  fall  from  nearly  half  of  TPCC  spending 
in  1993  and  1994  to  30  percent  in  1997. 

•  While  fiinding  for  the  Ex-Im  Bank  has  fallen  in  dollar  terms  since  1994, 
the  Bank  accounts  for  an  increasing  share  of  total  TPCC  spending,  rising 
from  19  percent  in  1993  to  32  percent  m  1997.  Ex-lm  Bank  spending  has 
decreased  in  part  because  of  coordinated  U.S.  and  international  efforts 
to  reduce  export  subsidies  as  well  as  increasing  competitiveness  of  private- 
sector  credit. 

•  Department  of  Commerce  spending  has  risen  modestly  in  dollar  terms,  but 
has  grown  from  4  percent  of  the  TPCC  total  in  1993  to  10  percent  in  the 
1997  proposal.  Spending  for  other  TPCC  agencies  as  a  whole  is  above  1993 
levels,  but  below  1994  leveb,  reflecting  tight  Federal  budget  resources. 

The  TPCC  examines  the  budget  by  agency  and  evaluates  spending  and 
performance  across  major  classifications  of  activities. 

•  Reduced  spending  on  USDA  and  Ex-Im  Bank  programs  has  resulted  in 
spending  declines  in  the  areas  of  combating  foreign  subsidies  and  providing 
trade  finance  and  insurance.  Reductiorw  in  certain  USAID  programs  that 
have  trade  promotion  benefits  have  led  to  declines  in  the  category  of 
developing  markets  for  U.S.  goods  and  services. 

•  Spending  on  govemment-to-govemment  advocacy  and  on  counseling 
information  provision  and  trade  shows  has  increased  somewhat  since  1993. 
Spending  in  1997  on  negotiating  open  markets  and  on  feasibility  studies  for 
major  infrastructure  projects  is  proposed  to  be  similar  to  1993  levels,  though 
below  1994  levels. 
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Considerable  effort  is  being  devoted  to  improving  agencies'  measurement  of 
their  performance. 

•  In  particular,  we  are  lixiking  at  the  extent  to  which  programs  create  exports 
that  would  not  otherwise  have  occurred.  Although  not  all  TPCC  agencies 
were  able  to  provide  quantitative  estimates  of  their  programs'  effects,  those 
agencies  that  were  able  to  do  so  estimate  that  their  programs  in  1 995  benefited 
$68  billion  of  U.S.  exports.  While  even  this  partial  estimate  Is  impressive, 
the  Administration  Is  Intent  on  helping  U.S.  exporters  do  even  more,  through 
creative  design  of  effective  programs  and  Initiatives,  superior  management  of 
the  resources  available,  and  complementary  Interaction  with  our  dynamic 
private  sector. 
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Keeping  Pace  with  Our  Competitors 

Although  during  the  past  year  the  realities  of  fiscal  restraint  have  touched 
export  promotion  efforts  around  the  world,  our  major  competitors  have 
devoted,  as  a  percentage  of  their  GDP,  more  budget  and  staff  dedicated  to 
securing  export  sales  for  their  business  community.  Whether  they  have  achieved 
this  goal  through  intimate  partnerships,  as  is  the  case  with  the  quasi-private 
Chambers  of  Commerce  in  Germany,  or  through  straight-forward  budgetary 
increases,  our  competitors  have  demonstrated  their  ongoing  commitment  to  help 
their  domestic  firms  compete  in  overseas  markets. 

Non-Financine  Export  Promotion  Proerams 


At  the  same  time  that  the  competition  for  sales  in  the  emerging  markets  has 
intensified,  the  U.S.  government  has  struggled  to  keep  up.  In  fact,  U.S.  budget 
authority  for  trade  promotion  activities  for  FY  1996  is  17  percent  below  1995 
spending.'  With  our  competitors  spending  anywhere  up  to  ten  times  as  much 
and  dedicating  up  to  ten  times  more  staff  in  relative  terms,  the  agencies  of  the 
TPCC  have  had  to  make  some  difficult  decisions  about  how  best  to  utilize  our 
assets.  For  instance,  over  the  past  three  years  we  have  successfully  responded 
to  the  challenges  in  the  Big  Emerging  Markets  (BEMs)  by  placing  an  additional 
120  staff-  many  of  them  trained  contractors  rather  than  Commercial  Service 
Officers  -  in  those  critical  markets.  Our  challenge  now  is  to  identify  ways 
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to  make  more  efficient  use  of  today's  resources  and  to  closely  examine  the 
allocation  of  resources  within  the  federal  export  promotion  network  to  ensure 
that  American  people  are  getting  the  highest  return  on  their  trade  promotion 
dollars. 


Relative  Export  Promotion  Staffing  Levels 


SOURCE:  U^.  Dcpartntent  of  Commerce  Commercial  Service.    'Figure  is  likely  to  be 
understated  sirtce  the  German  government  uses  German  Chambers  of  Commerce  to  help 
promote  eMports.     '*fapan  maintains  that  its  nort-financittg  trade  promotion  personnel  are 
devoted  to  irrtport  promotion. 

For  the  past  three  years  the  National  Export  Strategy  (NES)  has  focused  on 
overhauling  our  trade  promotion  and  finance  infrastructure  to  improve  the 
quality  and  scope  of  the  information  and  access  to  services  provided  by  the  U.S. 
government.  We  have  brought  federal  trade  promotion  and  finance  programs 
together  in  one-stop  U.S.  Export  Assistance  Centers  (USEACs)  to  make  them 
more  easily  accessible  to  the  business  community;  we  have  looked  to  technology 
to  strengthen  our  ability  to  collect  and  disseminate  vital,  and  timely,  market 
information;  we  have  pooled  the  resources  of  the  Federal  government  to  ptovide 
coordinated  advocacy  support  for  American  companies  bidding  on  major 
projects  abroad;  we  have  privatized  trade  fairs  and  the  CommerdaJi  News  USA 
publication  and  we  have  made  a  concerted  effort  to  better  align  our  programs 
with  those  provided  at  the  state  and  local  level.  We  have  also  worked  hard  to 
reduce  obstacles  to  market  access  -  like  outdated  export  controls  -  that  might 
unnecessarily  impede  the  ability  of  American  firms  to  compete.  We  are  also 
expanding  our  trade  law  enforcement  activities  by  creating  a  new  center  at  the 
Commerce  Department  to  monitor  compliance  with  all  the  trade  agreements  we 
have  entered  into  with  foreign  governments. 

In  short,  we  have  built  the  basic  infrastructure  that  will  carry  our  programs  into 
the  next  century.  This  effort  has  developed  along  a  number  of  equally  important 
tracks:  enhancing  our  regional  and  sectoral  strategies  to  promote  and  deliver  our 
services;  reinventing  our  Commercial  Service;  taking  better  advantage  of 
technological  tools  to  build  electronic  commercial  linkages;  reducing  obstacles 
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and  bolstering  our  agricultural  exports.  The  key  to  the  future  lies  in  our  ability  to 
marry  these  different  tracks  into  a  single,  coordinated  export  promotion  effort. 
By  doing  so,  we  will  enhance  our  ability  to  increase  jobs  through  exports. 

Regional  Trade  Promotion  Strategies 

Through  regional  strategies  such  as  "Showcase  Europe,"  "TradeAmericas,"  our 
Africa  Regional  Strategy  (discussed  later  in  this  report)  and  the  U.S. -ASEAN 
Alliance  for  Mutual  Growth,  we  have  used  our  traditional  trading  partners  as 
well  as  the  BEMs  as  stepping  stones  to  less  traditional  markets.  For  instance, 
instead  of  developing  a  strategy  specifically  for  the  U.K.  or  Spain,  we  have  built 
on  our  strong  position  in  these  two  markets  into  a  broader  effort  to  expand  the 
U.S.  business  presence  regionally  in  Western  Europe  and  in  the  smaller  markets 
of  Central  and  Eastern  Europe.  By  developing  region- wide  advocacy  and 
promotion  strategies,  sharing  market  information  across  national  lines  and 
coordinating  regional  trade  events,  we  have  made  more  efficient  use  of  our 
resources  without  negatively  impacting  our  services. 

The  Big  Emerging  Markets  (BEMs)  Initiative 

Our  BEMs^  strategy  has  evolved,  and  we  now  see  the  BEMs,  not  just  as  an  end  in 
themselves  but  as  gateways  to  other  regional  markets.  Just  as  our  competitors 
have  such  initiatives  as  France's  "Initiative  for  Asia,"  Germany's  "Latin  America 
Concept,"  and  the  UK's  "North  America  Now"  and  "Priority  Japan,"  we  too  have 
developed  regional  strategies  -  many  of  them  based  on  the  BEMs  -  to  address 
growing  demand  for  our  services  in  export  markets  around  the  world. 

Market  demand  on  the  part  of  the  BEMs  is  growing  even  more  rapidly  than  we 
previously  estimated.  Between  1990  and  1995,  Big  Emerging  Market  nations' 
imports  surged,  garnering  30  percent  of  the  world's  import  share  in  1995 
compared  to  22  percent  in  1990.  In  fact,  the  BEM  countries  accounted  for 
44  percent  of  the  dollar  growth  in  world  imports  between  1990  and  1995.  This 
growth  is  reflected  in  the  fact  that  fully  60  percent  of  our  interagency  advocacy 
efforts  have  been  focused  on  the  BEMs.  The  export  opportunities  to  which 
these  advocacy  efforts  were  aimed  resulted  in  about  $200  billion  in  contracts 
for  U.S.  firms. 

Overall,  the  developing  countries  have  accounted  for  almost  60  percent  of  world 
import  growth,  even  though  they  represent  less  than  50  percent  of  the  market. 
Estimates  of  the  BEMs'  share  of  the  world  market  in  2010  (including  ASEAN) 
range  from  43  to  48  percent.  We  also  expect  that  infrastructure  projects  in  the 
BEMs  should  total  over  $1  trillion  over  the  next  ten  years,  and  by  2020, 
according  to  World  Bank  estimates,  6  of  the  world's  10  largest  markets  will 
be  BEMs. 

'  The  BEMs  are  An^ntma,  Braxil.  rhc  CKin*«e  Economic  Area.  Association  of  Southeast  Asian  Natioiu 
(ASEAN),  Ifulia.  MexKO,  Poland,  South  Aihca,  South  Kuica,  and  Turkey. 
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U.S.  exports  to  the  BEMs 

are  expected  to  surpass  those 

to  the  EU  ar\d  Japan 


U.S.  Goods  Exports  to  the  BEMs,  EU,  and  Japan 
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NOTt:  Future  estimates  based  on  assumption  of  no  change  in  U.S.  market  share 
SOURCE:  U.S.  Department  of  Commerce 

Even  as  these  markets  grow  in  their  potential  for  U.S.  exports,  the  competition 
for  market  share  is  intensifying.  Between  1990  and  1995,  the  U.S.  share  of  BEM 
imports  declined  from  17.7  percent  to  15.3  percent,  while  U.S.  exports  to  the 
BEMs  became  a  more  important  share  of  total  U.S.  exports,  rising  from  25 
percent  of  total  U.S.  exports  to  31  percent.  However,  this  shift  of  six  percentage 
points  was  modest  compared  with  the  9.8  percentage  point  gain  in  the  BEM 
share  of  world  imports.  Had  the  United  States  maintained  its  market  share  m 
the  BEMs,  U.S.  exports  would  have  been  almost  $29  billion  larger,  supporting 
hundreds  of  thousands  of  additional  U.S.  jobs. 

American  companies  seeking  to  do  business  in  the  BEMs  and  other  developing 
markets  often  require  the  assistance  of  the  Federal  government  to  a  greater 
extent  than  those  doing  business  in  more  traditional  markets.  The  reasons  are 
twofold:  market  access  issues  are  more  complex  in  markets  that  tend  to  be  less 
transparent  and  less  open,  thereby  making  in-depth  market  information  and 
market-opening  policy  initiatives  essential;  and  second,  many  of  the  greatest 
opportunities  lie  in  state-owned  infrastructure  sectors,  where  government 
advocacy  is  sometimes  vital  to  closing  sales.  The  BEMs  strategy  also  recognizes 
that  many  of  the  major  infrastructure  projects  scheduled  today  will  lead  to  long- 
term  servicing  contracts  and  follow-on  sales  lasting  well  into  the  21st  century. 

Country  Specific  Strategies 

Over  the  past  year  we  have  pursued  various  country  specific  strategies  and 
initiatives  in  ASEAN,  Argentina,  Brazil,  the  Chinese  Economic  Area,  India, 
Mexico,  Poland,  Turkey,  South  Africa,  and  South  Korea. 
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Argentina:  Argentina  has  been  a  leader  in  economic  reform  in  Latin  America 
and  is  a  country  which  is  staking  its  economic  future  i)n  growth  in  trade  and 
investment,  including  foreign  investment.  In  January,  1995,  the  United  States 
and  Argentina  formed  a  bilateral  Business  Development  Council  (BDC)  to  help 
guide,  implement  and  provide  mutual  support  for  trade  and  investment 
expansion.  In  June  1996,  the  U.S. -Argentina  BDC  met  in  Buenos  Aires  to 
discuss  ways  to  achieve  greater  participation  in  provincial  and  municipal  level 
privatization,  more  efficient  exchanges  of  commercial  information,  ways  to 
eliminate  obstacles  to  U.S.  private  sector  participation  in  infrastructure 
development,  standards  harmonization  and  conformity  assessment,  and  ways  to 
create  a  more  business  friendly  commercial  law  system.  As  part  of  this  effort. 
Commerce  and  the  U.S.  Trade  and  Development  Agency  (TDA)  have  organized 
a  trade  mission  which  will  bring  key  Argentine  decision-makers  responsible  tor 
implementing  the  country's  58  public  airports  to  the  United  States.  The  mission 
is  designed  to  promote  and  facilitate  an  American  solution  to  Argentina's 
estimated  $1.8  billion  airport  privatization  and  upgrade  program.  The  BEXI!  also 
is  working  toward  such  goals  as  mutual  recognition  of  product  standards  and 
cooperation  on  environmental  projects  such  as  Argentina's  "Dock  Sud"  area  in 
the  state  of  Buenos  Aires,  an  environmental  remediation  project  expected  to 
yield  $251  million  in  U.S.  exports.  While  Argentina's  business  climate  as  a 
whole  is  very  conducive  to  participation  by  U.S.  and  other  foreign  firms,  there 
are  certain  aspects  of  the  policy  environment  which  we  have  been  working  to 
improve.  The  most  significant  of  these  areas  is  in  the  intellectual  property  area. 
U.S.  trade  agencies  have  been  urging  Argentina  to  adopt  world  class  patent 
protection,  a  goal  which  has  still  not  been  attained.  We  also  have  expressed 
concern  about  various  tariff  increases  implemented  in  the  past  year,  and  have 
succeeded  in  obtaining  a  rollback  of  one  increase.  Finally,  U.S.  agencies  have 
expressed  concern  regarding  the  need  to  build  a  more  sound  and  transparent 
judicial  system  and  the  need  to  promote  greater  competition  in  the 
telecommunications  sector.  Overall,  Argentina's  generally  welcoming  market 
has  attracted  a  wide  range  of  U.S.  investors  and  traders  in  the  past  year  and  this 
trend  can  be  expected  to  continue. 

Association  of  South  East  Asian  Natiom  fASEAN):  By  the  year  2010  the 
ASEAN  region  will  boast  686  million  consumers,  a  combined  GDP  of  $1.1 
trillion  and  the  benefits  of  over  $1  trillion  in  new  infrastructure  projects. 
ASEAN's  rapid  change  is  a  result  of  its  economic  integration  into  the  ASEAN 
Free  Trade  Agreement  (AFTA)  and  world  markets,  strong  privatization 
initiatives,  double  digit  economic  growth  rates,  expanding  purchasing  power, 
failing  market  access  barriers  and  massive  infrastructure  projects.  As  ASEAN 
uses  "leap-frog"  technology  (imports  of  advanced  technology  from  foreign 
suppliers,  enabling  the  importing  country  to  skip  levels  of  development  and 
move  directly  into  using  advanced  technology)  in  its  development  and  grapples 
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with  issues  of  choosing  standards.  American  companies  and  the  U.S.  government 
must  he  ready  to  quickly  capitahze  on  these  opportunities  m  order  to  maintain 
and  increase  our  presence  in  the  region. 


Maintaining  a  share  of  the  pie,  however,  is  becoming  increasingly  more  difficult. 
The  ASEAN  nations  are  very  attractive  markets  for  both  the  United  States  and 
its  competitors.  In  Indonesia,  our  companies  face  their  greatest  challenge  from 
Japanese  firms  despite  the  doubling  of  U.S.  exports  over  the  past  five  years. 
Foreign  competitors  are  using  a  variety  of  tools  to  solidify  their  commercial 
standing  in  the  region,  including  but  not  limited  to  financial  support,  mixed 
credits  and  feasibility  studies,  technical  assistance  and  trade  missions. 
Recognizing  the  great  potential  of  this  region  and  the  level  of  the  competition, 
the  TPCC  formally  added  ASEAN  to  the  list  of  BEMs  in  July,  1995. 

Since  that  announcement,  the  U.S. -ASEAN  Alliance  for  Mutual  Growth 
(AMG),  originally  launched  during  the  1993  Seattle  Asia-Pacific  Economic 
Cooperation  meeting,  has  emerged  as  the  primary  vehicle  for  U.S.  export 
promotion  efforts  in  the  region.  The  AMG  seeks  to  tie  commercial  initiatives  to 
U.S.  policy  priorities  in  the  region,  taking  a  broad  view  of  trade  promotion 
focusing  on  establishing  the  long-term  relationships  and  presence  necessary  to 
succeed  in  ASEAN.  The  AMG  strategy  has  focused  on  four  areas:  development 
of  small  and  medium-size  exporters  (SME's),  human  resource  development  and 
technical  training,  infrastructure  development  and  public-private  partnerships. 
Under  this  strategy,  TPCC  agencies  have  scheduled  a  number  of  trade  missions 
in  FY  1996,  including  a  Standards  and  Certification  Systems  Mission,  a  small 
business  Matchmaker  Mission,  a  Food  Processing  Mission  (with  an  FDA- 
presentation  on  food  labeling  practices),  an  Environmental  Mission,  and  a 
Telecommunications  and  Information  Matchmaker.  In  addition,  the  Commercial 
Service  opened  an  office  in  Hanoi  in  April  1996  to  assist  U.S.  exporters  to 
Vietnam,  the  newest  member  of  the  ASEAN.  At  the  same  time,  a  Commercial 
Law  Development  Program  was  launched  in  Vietnam  in  cooperation  with  the 
U.S.  Information  Agency  and  private  sector  organizations,  and  a  Matchmaker 
Mission  of  California  and  West  Coast  small  and  medium  firms  visited. 

TPCC  agencies  also  recently  joined  forces  at  the  "Infrastructure  Opportunities  in 
Southeast  Asia"  conference  sponsored  by  the  TDA  in  San  Francisco.  TDA  was 
joined  by  the  U.S. -ASEAN  Business  Council,  the  U.S.  Ambassadors  to 
Singapore,  Malaysia,  Thailand,  Indonesia,  the  Philippines,  and  the  Charge 
d'  Affairs  to  Vietnam,  and  officials  from  the  Department  of  Transportation,  the 
Overseas  Private  Investment  Corporation  (OPIC),  The  Export-Import  Bank 
(Ex-Im  Bank),  Department  of  Commerce  and  with  the  U.S.  Executive  Directors 
Offices  of  the  World  Bank  and  Asian  Development  Bank  to  intrcxiuce  more  than 
200  representatives  of  U.S.  industry  to  50  projects  with  U.S.  export  potential  of 
$34.6  million. 
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Brazil:  As  the  largest  of  the  Western  Hemisphere  Big  Emerging  Markets,  Brazil 
holds  great  promise  for  U.S.  traders  and  investors.  In  recent  years,  Brazil  has 
considerably  opened  its  market  to  foreign  competition  and  has  begun  a  program 
of  liberalization  and  privatization  which  has  proven  advantageous  to  U.S. 
business.  Constitutional  amendments  that  should  significantly  open  up 
shipping,  energy  and  telecommunication  sectors  to  foreign  participation  were 
approved  by  the  Brazilian  Congress  in  1995.  Implementing  regulations  for  most 
of  these  reforms,  however,  have  not  yet  been  issued  and  the  pace  needs  to  be 
accelerated. 

To  encourage  and  stimulate  greater  liberalization  and  reform,  in  1995,  the 
United  States  and  Brazil  established  a  U.S. -Brazil  Business  Development  Council 
(BDC),  composed  of  government  trade  officials  and  about  30  private  sector  firms 
on  each  side.  The  BDC,  which  met  in  June,  1996,  is  intended  to  surface  ideas 
and  implement  activities  to  deepen  and  broaden  the  bilateral  trade  relationship 
and  address  bilateral  issues  of  concern.  TTiese  would  include  infrastructure 
development  and  reforms,  standards  harmonization,  and  "doing-business 
problems." 

TPCC  agencies  are  working  to  assure  that  the  Brazilian  market  environment 
continues  to  improve  for  U.S.  firms.  For  example,  we  are  working  to  significantly 
improve  protection  for  intellectual  property  in  Brazil,  and  to  assure  that  Brazil's 
industrial  policy  for  the  motor  vehicle  sector  be  World  Trade  Organizatioh 
(WTO)  consistent.  A  critical  part  of  Brazil's  market  reform  program  is  the  de- 
monopolizarion  and  privatization  of  state  owned  firms.  A  key  sector  being 
reformed  is  the  utility  sector,  which  requires  a  new  regulatory  structure  in  order 
to  convert  to  private  ownership.  In  conjunction  with  the  U.S.  private  sector, 
U.S.  regulatory  agencies  and  other  private  organizations,  we  are  working  with 
the  Government  of  Brazil  in  areas  such  as  telecommunications  and  electric 
power  toward  regulatory  structures  which  are  transpatfent  and  conducive  to 
private  sector  investment.  Also,  within  months  of  the  lifting  of  State 
Department  restrictions  on  its  activities  in  Brazil,  TDA  sponsored  a  briefing  for 
U.S.  businesses  on  surface  transportation  opportunities  in  Rio  de  Janeiro  in 
conjunction  with  the  American  Road  Transportation  Builders  Association  to 
help  spur  U.S.  exports  on  more  than  20  highway,  mass  transit,  and  port  projects 
valued  at  more  than  $6  billion. 

Advocacy  is  another  key  focus.  Over  two  years  of  persistent  advocacy  and 
critical  trade  finance  support  from  Ex-Im  Bank  helped  to  secure  the 
Government  of  Brazil's  legislative  approval  for  Raytheon's  $1.4  billion  Amazon 
basin  surveillance  system  -  SIVAM.  Advocacy  efforts  also  played  a  significant 
role  in  the  award  of  a  $970,000  waste  management  award  to  Tighe  and  Bond 
and  a  $34  million  water  sanitation  project  to  CH2M  Hill.  As  market  reforms 
continue,  there  likely  will  be  an  increase  in  advocacy  opportunities  in  Brazil. 
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Chinese  Economic  Area  (CEA):  During  the  past  year,  the  countries  of  the  CEA 
(China,  Taiwan  and  Hong  Kong)  continued  to  receive  high-level  attention 
from  the  TPCC.  During  the  ninth  session  of  the  US-China  Joint  Commission 
on  Commerce  and  Trade  (JCCT)  in  Beijing  last  Octoher,  five  agreements  were 
signed,  including  those  for  cooperative  programs  in  environment,  telecommuni- 
cations, and  pharmaceuticals,  and  the  establishment  of  a  business  development 
committee  to  better  harness  U.S.  private  sector  and  Chinese  enterprise  input  into 
JCCT  programs.  The  JCCT  also  announced  its  management  education  and 
training  initiative,  which  was  formally  launched  in  April  1996.  Both  initiatives 
are  designed  to  bolster  U.S.  competitiveness  in  China's  large,  but  challenging 
market. 

The  TPCC  agencies  have  also  been  active  in  support  of  securing  multi-hillion 
dollar  infrastructure  projects  in  Taiwan.  The  liberation  of  Taiwan's  multi-million 
dollar  wireless  communications  services  market  saw  TPCC  agencies  active  in 
negotiations  to  remove  onerous  tendering  conditions  (profit  caps  and  fixed  debt- 
equity  ratios)  which  would  have  hampered  competitive  U.S.  bidders. 

With  regard  to  Hong  Kong,  The  TPCC  agencies  supported  U.S.  companies  in 
major  project  competitions  related  to  airport  and  container  port  expansions  and 
wireless  communications  services  licenses  and,  in  addition,  worked  closely  with 
U.S.  companies  to  address  key  commercial  concerns  related  to  Hong  Kong's 
reversion  to  PRC  sovereignty  in  1 997. 

India:  Export  promotion  and  commercial  expansion  efforts  regarding  India  have 
received  attention  at  the  highest  level.  The  late  Secretary  Brown  participated  by 
video  conference  at  a  computer  software  trade  show  in  Bombay  in  February, 
1996,  and  by  teleconference  with  the  annual  U.S.-lndia  Commercial  Alliance 
Board  meeting  in  New  Delhi  in  March.  But  for  the  U.S.  government  furlough, 
the  Secretary  would  have  made  a  return  visit  to  India  in  January,  where  he  would 
have  advocated  for  U.S.  businesses  competing  for  billions  of  dollars  in 
inft^tructure  projects.  The  State  Department  and  the  U.S.  Ambassador  to  India 
-  who  has  led  and  supports  trade  missions  throughout  India  -  maintain  export 
promotion  as  a  top  priority.  In  Washington,  the  Commerce  Department  has 
counseled  about  1,500  U.S.  businesses  to  date  in  FY  96  seeking  information  on 
exporting  to  India. 

Mexico:  Mexico  is  the  third  largest  export  market  in  the  world  for  the  United 
States.  Implementation  of  the  North  American  Free  Trade  Agreement  (NAFTA) 
in  January  1994  has  improved  U.S.  export  prospects  in  Mexico.  The  TPCC  has 
focused  its  efforts  on  helping  U.S.  firms  take  advantage  of  business  opportunities 
resulting  from  major  infrastructure  projects  and  improvements  where 
privatization  efforts,  modernization,  and  increased  trade  brought  on  by  NAFTA 
have  placed  the  region  on  the  fast  track  of  economic  opportunity.  At  $46.3 
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billion  in  1995,  U.S.  expnirts  to  Mexico  were  8.9  percent  lower  thiin  they  were  in 

1994.  This  reflects  economic  conditions  in  Mexico  which  lowered  Mexicin 
demand  for  all  products,  foreign  and  domestic.  Although  they  were  lower  in 

1995,  U.S.  exports  to  Mexico  were  still  nearly  $5  hillion  higher  than  their  pre- 
NAFTA  levels.  U.S.  exports  to  Mexico  have  recovered.  In  the  first  five  months 
of  1996,  they  were  18  percent  above  the  same  periixl  in  1995,  and  on  their  way 
to  reachitig  a  record  $53  billion. 

The  annual  U.S.  >  Mexico  Binational  Commission  (BNC),  particularly  through 
the  working  group  on  Business  Development,  Fisheries  and  Tourism  chaired  by 
the  U.S.  and  Mexican  Secretaries  of  Commerce,  provides  a  forum  to  further 
promote  closer  economic  and  commercial  ties.  The  1996  meeting  advanced  the 
objectives  of  an  Memoranda  of  Understanding  (MOU),  signed  in  1995,  designed 
to  advance  our  commercial  relationship  with  Mexico.  Accomplishments  since 
that  meeting  include  most  recently,  the  highly  acclaimed  U.S.  -  Mexico  Border 
Infrastructure  Conference  hosted  in  August  1996  by  U.S.  Secretary  of  Commerce 
Michael  Kantor  and  Mexico  Secretary  of  Commerce  and  Industrial  Development 
Herminio  Blanco  Mendoza  in  San  Antonio,  Texas.  The  conference,  which 
discussed  strategies  to  create  successful  border  infrastructure  projects,  creative 
financing  alternatives  for  such  projects,  and  resulting  opportunities  for  the 
private  sector,  attracted  more  than  500  participants,  including  cabinet 
secretaries,  heads  of  government  agencies  and  senior  executives  from  both  the 
United  States  and  Mexico.  This  event  was  preceded  by  a  July  Commerce- 
sponsored  seminar  for  U.S.  companies  interested  in  working  with  the  Border 
Environment  Cooperation  Commission  ( BECC)  and  the  North  American 
Development  Bank  (NADBank).  The  seminar  provided  companies  the 
opportunity  to  hear  directly  from  BECC  and  NADBank  officials  about  the 
approximately  $3  billion  in  border  environmental  infrastructure  projects  that 
these  institutions  expect  to  identify,  develop  and  finance  over  the  next  ten  years. 

In  September,  TDA  hosted  "Infrastructure  Opportunities  in  Mexico:  Getting 
Good  Projects  on  Track"  in  Kansas  City.  U.S.  Ambassador  to  Mexico,  Jim  Jones, 
Department  of  Commerce,  Federal  Aviation  Administration,  Depanment  of 
TransfKjrtation,  Department  of  Energy,  OPIC,  Ex-lm  Bank,  and  Environmental 
Protection  Agency  officials,  along  with  Mexican  procurement  officials  from  more 
than  50  energy,  telecommunications,  transportation,  industrial,  and 
environment  projects,  briefed  more  than  150  companies  on  $2.6  billion  in  export 
opportunities.  The  Commerce  Department  sponsored  a  successful  Business 
Development  Mission  for  women-owned  companies  to  Mexico  City  and 
Monterrey,  Mexico  in  April  1996.  Plans  are  underway  to  support  an 
envirormiental  technology  trade  mission  in  October  1996  to  the  U.S. -Mexico 
border  to  assist  U.S.  environmental  technology  firms  explore  the  fast  growing 
border  markets. 
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We  also  continue  to  place  a  hifjh  priority  t>n  another  area  of  ccxiperation  called 
for  in  the  MOU  -  public  dissemination  of  trade  and  business  related 
information,  including  an  effort  to  use  electronic  information  systems.  In 
addition  to  its  hishiy-acclaimed  tax-on-demand  information  system,  the 
Commerce  Department  recently  initiated  a  NAFTA  home  page  which  is 
designed  to  help  the  business  community  gather  valuable  information  about 
NAFTA  and  doing  business  in  Mexico.  This  is  in  addition  to  the  information 
already  available  on  the  NAFTA  border  homepage,  which  is  designed  to  provide 
information  on  U.S.  -  Mexico  investment  activities. 

Poland:  As  Europe's  fastest  growing  market,  Poland  is  a  major  focus  of  the 
TPCC  agencies.  An  interagency  task  force  led  by  TDA  developed  an  emerging 
market  strategy  for  Poland  which  focuses  on  ( 1 )  increasing  U.S.  company 
awareness  of  specific  commercial  opportunities,  particularly  through  World 
Bank  and  European  Bank  for  Reconstruction  and  Development  (EBRD)  funded 
projects;  (2)  assisting  U.S.  companies  to  overcome  obstacles  through  counseling, 
advocacy,  and  small  business  support,  such  as  Commerce's  CEEBIC  small 
business  facility,  and;  (3)  securing  an  improved  commercial  climate  through 
consultations  and  negotiations  on  issues  such  as  tariff  discrimination. 

Commerce's  Central  and  Eastern  Europe  Business  Information  Center 
(CEEBIC)  programs  and  publications,  such  as  CEEBICNet,  our  internet  page, 
and  Poland  Looks  for  Partners,  a  monthly  newsletter,  are  used  to  substantially 
increase  awareness  of  the  Polish  market  throughout  the  United  States.  In 
particular,  they  help  to  disseminate  trade  leads  offering  the  best  growth 
prospects  for  U.S.  exporters,  in-depth  industry  sector  reports,  and  other  vital 
market  information  gathered  by  the  Embassy  in  Warsaw.  Department  of 
Commerce  trade  fairs  and  missions  have  proven  successful;  a  matchmaker  event 
in  October,  1995  alone  netted  84  sales  leads,  four  signed  distribution 
agreements,  and  sales  of  $20,000  with  another  $500,000  in  sales  projected  in 
1996.  TDA  has  also  stepped  up  its  activities  in  Pol&nd,  funding  more  than  $2 
million  on  projects  ranging  from  a  feasibility  study  for  a  National  Information 
Structure  to  an  orientation  visit  to  the  U.S.  by  Polish  Ministry  of  Mining 
officials.  TPCC  agencies,  including  the  Departments  of  Commerce, 
Transportation,  Energy,  OPIC,  Ex-Im  Bank,  and  FAA  officials,  also  participated 
in  TDA's  "Infrastructure  Opportunities  in  Central  &.  Eastern  Europe  and  the 
conference  in  St.  Louis  in  June,  which  featured  several  of  Poland's  leading 
transportation  and  energy  projects. 

Another  recent  focus  of  TPCC  agencies  is  Poland's  standards  testing  regime  and 
new  safety  requirements.  Consultations  have  been  intensive  and  on-going  at  all 
levels  for  over  a  year.  We  have  successfully  eliminated  some  of  the  problems 
with  the  system  and  provided  extensive  case-by-case  assistance  to  help  U.S. 
companies  overcome  specific  hurdles. 
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South  Africa:  The  summer  of  1995  marked  the  completion  of  the  first  phase  of 
the  TPCC's  Soudi  Africa  Inidative  -  that  of  reintroducing  firms  into  the  South 
African  market.  We  are  now  in  the  second  phase  of  the  initiative  -  that  of 
removing  impediments  to  market  access.  The  commercial  dialogue  between  our 
two  nations  occurs  under  the  auspices  of  the  Gore-Mbeki  Bi-National 
Commission  (BNC),  and  specifically,  the  BNC's  Trade  and  Investment 
Committee  chaired  by  Secretary  Kantor. 

Activities  uiulertaken  during  phase  one  included:  building  our  commercial 
presence  in  South  Africa,  including  assignment  of  the  Commercial  Counselor 
in  Joharmesburg;  removal  of  all  federal  anti-apartheid  trade  regulations; 
creation  of  the  U.S.  government's  South  Africa  Interagency  Task  Force,  to 
coordirwte  and  integrate  the  U.S.  government's  policy  and  programming 
response  to  the  new  South  Africa.;  publication  of  the  South  African  Country 
Commercial  Guide  (CCG);  formation  of  the  U.S. -South  Africa  Business  Devel- 
opment Committee  (BDC),  and  the  BDC's  adoption  of  a  year-long  workplan; 
completion  of  a  high  profile  first  year  trade  promotion  program  of  trade  mis- 
sions, catalog  shows,  and  certified  trade  fairs;  and  the  accompanying  South 
Africa  materiab. 

Our  priorities  for  the  coming  year  will  be  advocacy  for  major  project 
opportunities;  working  to  improve  South  Africa's  intellectual  property  rights 
(IPR);  maintaining  our  momentum  with  the  BNC;  and  regional  outreach. 

South  Korea:  South  Korea  is  the  United  States'  fifth  largest  market,  with  U.S. 
exports  of  $25  billion  and  imports  of  $24  billion  in  1995.  However,  since  South 
Korea  remains  in  many  respects  a  difficult  market  in  which  to  do  business,  we 
have  continued  to  focus  our  efforts  on  encouraging  South  Korea  to  improve  U.S. 
access  to  its  market.  Secretary  Kantor  visited  South  Korea  in  June  1996  and 
encouraged  the  South  Korean  Government  to  accelerate  market  liberalization  of 
key  sectors  such  as  autos  and  telecommunications;  discussed  problems  with  the 
South  Korean  trade  and  investment  regimes,  particularly  intellectual  property 
rights  protection;  and  worked  to  secure  government  decisions  favoring  U.S. 
business  interests  on  major  projects  in  the  trar«portation  and  power  sectors. 
Secretary  Kantor  also  discussed  progress  toward  the  creation  of  a  U.S.  -  Korea 
Committee  on  Business  Cooperation  (the  equivalent  of  a  BEXD  in  other  BEMs. ) 

Turkey:  TPCC  agencies  continue  to  advocate  for  U.S.  businesses  in  Turkey, 
particularly  build-operate-transfer  (BOT)  power  projects.  In  addition,  U.S. 
government  officials  actively  pushed  for  resolution  of  several  delayed  project 
proposals  which  have  been  aggravated  by  political  uncertainty,  mixed  economic 
performance  and  bureaucratic  delays.  To  further  expand  U.S.  commercial 
activities  in  Turkey,  preliminary  consideration  is  being  given  to  organizing  a 
U.S. -Turkish  Business  Development  Council. 
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The  Departments  of  State  and  Commerce 
WorkingTogether  to  Help  U.S.  Firms  Export 


In  March,  the  American  Consulate  in  Adana,  Turkey  began  to  work 
with  the  local  Commerce  Department  office  in  Greensboro,  NC  to  help 
secure  the  first  major  sale  of  American  textile  machinery  to  Turkey's 
rapidly  growing  textile  sector.  State  Department  officials  stationed  in 
Turkey  led  a  group  of  50  Turkish  businessmen  to  the  U.S.  For  most  of 
them,  it  was  their  first  trip  to  the  United  States,  and  because  of  their 
varied  interests,  the  State  Department  turned  to  Commerce's 
Commercial  Service  for  help  in  organizing  the  itinerary.  Seventeen  of  the 
businessmen  were  engaged  in  textile  production,  so  a  visit  to  North 
Carolina  seemed  a  likely  way  to  possibly  help  American  firms  break  into 
a  market  which  has  been  dominated  by  the  Europeans  and  Japanese. 
Working  closely  together,  State  and  Commerce  officers  drew  up  a 
creative  program  that  included  a  stop  at  Vanguard  Supreme,  a  division  of 
Monarch  Knitting  Machinery  Co.  located  in  Munroe,  N.C.  For  Vanguard 
-  with  a  reputation  of  producing  some  of  the  finest  knitting  machines  - 
the  Turkish  market  was  new  and  untested.  The  persuasive  Turkish 
businessmen  convinced  Vanguard  officials  to  explore  opportunities  in 
Turkey.   Not  long  after  their  return  to  Turkey,  State  Department  officers 
learned  that  a  nearby  textile  center  was  preparing  to  hold  its  first  textile 
machinery  trade  fair.  The  U.S.  team  in  Turkey  informed  the  Commerce 
team  in  North  Carolina  and  Vanguard  officials.  The  outcome  was  a  $3.5 
million  U.S.  sale  -  the  first  in  the  region  -opening  the  door  to  more  sales 
in  Turkey's  growing  textile  sector. 


U.S.  Commercial  Centers  Initiative 

U.S.  Commercial  Centers  are  a  key  component  of  our  strategy  for  expanding 
U.S.  exports  to  the  Big  Emerging  Markets.  To  maximize  their  ability  to  help  U.S. 
exporters,  we  have  strategically  chosen  Big  Emerging  Markets  that  offer  the  most 
promising  business  opportunities  as  Commercial  Center  sites.  Within  these 
high-growth  markets,  we  select  a  city  that  represents  a  major,  existing  or  rapidly 
emerging  commercial  hub  for  the  entire  economic  region.  To  further  enhance 
their  accessibility  by  U.S.  exporters  and  prospective  local  buyers,  the  Commercial 
Centers  are  located  outside  of  U.S.  embassies  or  consulates  in  the  heart  of 
primary  business  districts.  Designed  to  serve  as  a  "home  away  from  home"  for 
U.S.  exporters,  Commercial  Centers  enable  U.S.  companies  to  have  an  affordable 
presence  in  the  market  through  access  to  a  full  range  of  business  facilities  - 
from  fully-equipped  offices,  small  meeting  and  conference  rooms  to  large  multi- 
purpose rooms  and  auditoriums,  exhibit  space,  reception  areas  -  with  expert 
executive  staff  support  and  state-of-the-art  telecommunications  equipment. 
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Commercial  Centers  provide  ;i  base  from  which  clients  can  CDnJuct  business: 
track  down  leads,  close  deals  with  the  full  suppDrt  ot  hands-on  U.S.  ),'i)verninenr 
advocacy,  gain  a  first-hand  perspective  on  market  conditions  and  local  business 
practices,  find  and  assess  reliable  business  partners,  host  a  reception  for  potcnti.i! 
business  partners,  launch  new  products/services,  set-up  a  permanent  office,  ;ind 
recruit  and  train  local  staff. 

We  opened  our  first  Commercial  Center  in  Siio  Paulo,  Brazil,  in  April  of  1 994. 
The  Sao  Paulo  operation  has  built  a  strong  base  (or  expanding  public-private 
partnerships  and  interagency  cooperation.  The  Sao  Paulo  Commercial  Center, 
which  includes  a  100-person  auditorium,  permanent  e.xhibit  area,  meeting  rooms 
and  banquet  facilities,  draws  the  participation  of  many  TPCC  agencies.  The 
Foreign  Agricultural  Service  holds  events  such  as  bilateral  meetings,  technical 
seminars,  business  receptions  and  trade  events  at  the  center  while  the  Export- 
Import  Bank  sends  financial  staff  there  for  months  at  a  time  to  help  U.S. 
exporters  secure  financing.  The  Commercial  Center  acts  as  an  in-counrry 
representative  for  other  agencies,  including  OPIC  and  TDA.  In  these  ways. 
Commercial  Centers  strengthen  interagency  coordination  and  extend  the  range 
of  financing  services  available  for  U.S.  companies. 

Building  on  the  lessons  of  the  Sao  Paulo  Commercial  Center,  we  established  our 
second  commercial  center  in  Jakarta,  a  rapidly  emerging  gateway  to  Southeast 
Asia.  Indonesia,  whose  economy  accounts  tor  more  than  30  percent  of  the 
combined  Gross  Domestic  Product  of  all  the  countries  in  the  Association  of 
Southeast  Asian  Nations  (ASEAN)  region,  was  a  clear  choice. 

U.S.  companies  across  the  spectrum  -  from  Fortune  500s  to  small  and  medium- 
sized  firms  -  have  used  the  Jakarta  Commercial  Center  to  enter  the  market  for 
the  first  time,  and/or  expand  their  operations.  In  addition,  its  location  in  the 
Jakarta  World  Trade  Center  Complex  helps  draw  in  local  businesses  looking  to 
buy  American  products  and  secure  American  partners.  The  Commercial 
Service's  global  network  has  enabled  the  Commercial  Center  to  reach  out  to  U.S. 
companies  and  trade  promotion  organizations  in  the  United  States  through  its 
field  offices  that  operate  in  over  78  cities  across  the  country,  while  Commerce's 
Domestic  field  offices  counsel  U.S.  firms  -  particularly  small-  and  medium-size 
enterprises  (SMEs)  -  on  ways  to  best  use  the  Commercial  Centers  to  explore  and 
realize  o{>portunities  in  Indonesia  and  neighboring  markets. 

The  Commercial  Center's  performance  so  far  provides  proof  that  the  concept 
works.  Business  counseling  sessions  have  increased  dramatically,  up  from  about 
1,000  in  FY  1994  to  nearly  2,000  in  FY  1995;  the  number  of  trade  events 
doubled;  use  of  the  commercial  library  was  up  over  400  percent;  and  the  office 
space  in  the  Commercial  Center  that  is  available  for  rent  to  U.S.  companies  has 
been  Kxiked  solid  since  May  1995,  when  the  Commercial  Service  starred  an 
aggressive  marketing  campaign. 
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Based  on  the  success  of  the  first  two  Commercial  Centers  in  assistinfj  U.S. 
companies  tap  the  Big  Emerging  Markets,  we  began  exploring  the  possibility  of 
opening  the  next  commercial  center.  The  Chinese  Economic  Area,  with  its  vast 
market  potential  and  vital  economic  role  in  the  region,  was  a  natural  choice. 

Within  China,  the  Commerce  Department  selected  Shanghai,  a  major 
commercial  nexus  in  the  Chinese  Economic  Area  -  China,  Hong  Kong  and 
Taiwan.  Shanghai  fits  strategically  between  Beijing,  the  administrative  center, 
and  the  free  trade  zones  in  the  southern  and  eastern  coastal  provinces,  areas 
which  are  most  positively  affected  by  trade  liberalization.  Placing  the 
Commercial  Center  at  this  pivotal  city  provides  U.S.  companies  with  a  powerful 
vehicle  to  help  them  compete  in  Shanghai,  which  registered  over  222,000 
foreign-invested  enterprises  last  year.  The  new  center  will  offer  all  the  features 
of  the  Commercial  Centers  in  Sao  Paulo  and  Jakarta,  including  extensive 
counseling,  market  research  capabilities,  meeting  rooms  and  exhibition  space  - 
the  assistance  U.S.  companies  need  to  break  into  one  of  the  world's  most 
lucrative  markets. 

Commercial  Centers  are  a  model  of  public-private  partnerships. 
In  addition  to  federal  trade  promotion  agencies.  Commercial  Centers,  unlike 
traditional  Commercial  Service  offices  overseas,  are  physically  designed  to 
share  space  with  state  export  development  agencies,  industry  associations, 
U.S.  universities,  and  other  strategic  partners.  The  centers  represent  highly 
integrated  business  networks  chat  leverage  resources  and  extend  the  range  of 
state-federal  support  available  in  one  location.  The  commercial  centers  also 
work  closely  with  the  American  Chambers  of  Commerce  and  other  key  private 
sector  partners  to  ensure  that  government  functions  complement  rather  than 
compete  with  services  provided  by  American  private-sector  entities. 

Our  BEMs  Strategy:  Next  Steps 

The  BEMs  initiative  has  done  a  great  deal  to  inform  American  businesses  about 
the  opportunities  -  and  obstacles  -  that  these  vital  markets  offer.  It  has  helped 
us  focus  our  export  promotion  strategy  and  to  target  our  limited  resources  in 
response  to  Administration  priorities.  In  that  regard,  we  have  achieved  the 
initial  goals  of  our  strategy.  Now,  however,  we  must  turn  our  attention  toward 
ways  to  enhance  the  strategy  and  further  coordinate  the  efforts  of  the  TPCC 
agencies. 

TPCC  agencies  need  to  do  more  over  the  coming  year  to  deepen  and  funher 
operationalize  our  BEMs  strategy,  making  it  -  like  our  focus  on  Advocacy  -  a 
more  pervasive  government-wide  policy  to  help  U.S.  firms  doing  business  in 
those  markets. 


Trade  Promotion 


43 


72 


The  National  Export  Strategy 


Recommendations: 

To  accomplish  this  cask  we  \ 


ill: 


•  Continue  to  assess  the  resource  needs  of  our  operations  in  the  BEMs  to 
meet  the  increasing  demand  for  export  assistance  services  in  these  rapidly 
growing  markets; 

•  Focus  additional  resources  in  the  BEMs  through  the  establishment  of  U.S. 
Commercial  Centers  like  the  ones  we  have  opened  in  Sao  Paulo,  Jakarta 
and  Shanghai; 

•  Establish  Business  Development  Committees  (or  similar  institutions)  in 
each  BEM  market  over  the  next  two  years  to  deepen  our  bilateral 
commercial  relationship  and  expand  private  sector  participation; 

•  Continue  to  give  these  markets  priority  in  advocacy  support,  TPCC-wide 
Cabinet  level  and  sub-Cabinet  business  development  missions,  and 
senior  governmental  trips; 

•  Launch  interagency  planning  groups  to  enhance  the  U.S.  competitive 
position  in  BEM  markets;  and 

•  Continue  to  work  through  our  existing  interagency  mechanisms  - 
our  advocacy  network,  trade  finance  "pipeline"  working  groups,  and  our 
new  focus  on  technical  assistance  -  to  take  a  hard  look  at  obstacles 
or  impediments  that  exist  for  exporters  in  these  markets,  and  work  to 
resolve  them. 


Sectoral  Trade  Promotion  Initiatives 
The  Services  initiative 

This  initiative  was  created  to  draw  upon  the  export  potential  of  the  largest 
sector  of  the  U.S.  economy  -  accounting  for  79  percent  of  all  private  sector 
output  and  over  78  million  jobs.    It  is  domitiated  by  small  businesses,  which  rely 
most  heavily  on  our  promotional  efforts.  Over  the  past  year,  the  TPCC's 
Services  Initiative  has  reinforced  the  continuing  surplus  of  U.S.  services  exports 
over  imports  to  the  tune  of  $67  billion.  We  have  continued  to  promote  U.S. 
services  exports  in  the  most  promising  markets  and  service  sectors,  tapped  into 
our  Advocacy  Network  to  support  service-sector  firms  bidding  for  overseas 
contracts,  and  helped  make  trade  finance  more  readily  available  to  U.S.  service 
companies.  Some  of  our  achievements  include: 
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•  Launching  fifteen  overseas  trade  missions,  mostly  in  the  Big  Emerging  Market 
countries,  in  areas  of  distribution  and  information  services, 
telecommunications,  financial  services,  healthcare,  energy  and  education; 

•  Helping  U.S.  firms  providing  services  win  contracts  valued  at  over  $2 1  billion; 
resulting  in  $K8  billion  in  U.S.  services  exports; 

•  Sponsoring  25  conferences  that  addressed  the  financing  needs  of  small 
businesses,  protection  of  intellectual  property  rights  and  market  access  for 
related  industries,  selling  services  in  the  BEMs,  and  transportation 
development  and  services  in  transatlantic  trade  in  the  21st  century; 

•  Developing  a  Western  Region  Services  Initiative  to  reach  the  large  number 
of  services  companies  in  California,  especially  high-tech  companies  and  small 
businesses;  and 

•  Establishing  a  National  Healthcare  technology  team. 
Focusing  on  Tourism 

In  late  April,  we  broadened  TPCC  efforts  to  include  the  largest  service  export  of 
the  U.S.  Although  tourism  is  a  thriving  industry,  we  are  losing  market  share  to  a 
growing  number  of  aggressive  markets  around  the  world.  In  May  of  1996,  the 
Department  of  Commerce's  International  Trade  Administration  launched  a  new 
Tourism  Industries  Initiative  to  be  implemented  by  its  Commercial  Service  and 
the  newly  created  Tourism  Industries  office.  The  Tourism  Industries  office  will 
now  serve  as  the  nation's  official  economic  policy  shop  for  the  tourism  industry. 
Tourism  programs  within  the  International  Trade  Administration  and  through- 
out the  Federal  government  are  now  being  coordinated  through  this  new  office. 

The  goal  of  the  office  is  to  increase  the  number  of  tourism  exporters  by  providing 
research  and  fostering  economic  development  opportunities.  The  new  Tourism 
Industries  office  has  six  objectives  to  achieve  this  goal: 

•  Expanding  tourism  development  export  opportunities,  particularly  for  small- 
to  -  medium-sized  businesses  and  destinations; 

•  Providing  timely  and  accurate  international  tourism  statistics; 

•  Furthering  the  re-invention  of  the  Tourism  Policy  Council; 

•  Fulfilling  the  recommendations  of  the  White  House  Conference  on  Travel 
and  Tourism's  { WHCTT)  National  Tourism  Strategy  and  the  Federal  Tourism 
Strategy; 

•  Providing  the  foundation  for  economic  policy  decision-making  by  assuring 
the  travel  and  tourism  industry  is  accurately  measured;  and 

•  Representing  U.S.  travel  and  tourism  interests  for  international  commercial 
diplomacy  and  in  international  organizations  and  other  government  fora. 
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Commerce's  Commercial  Service  has  now  included  travel  and  tourism  as  part  of 
its  portfolio,  Kith  in  foreign  and  domestic  posts  -  expanding  the  reach  of 
opportunities  for  exporters  to  over  96  countries.  A  full  education  program  will 
also  be  implemented  to  train  Commercial  Service  officers  in  the  importance  of 
tourism  to  the  balance  of  trade  and  to  better  assess  "best  prospects"  in  their  host 
countries  or  strive  to  achieve  export  actions  in  the  domestic  offices. 

Promoting  Environmental  Technologies  Exports 

Development  of  international  environmental  technology  (ET)  markets  is  an 
important  component  in  the  effort  to  achieve  global  sustainable  development, 
and  to  suppon  greater  U.S.  economic  growth,  jobs,  and  exports.  ET  is  one  of  the 
fastest  growing  industries  supporting  sectors  worldwide,  with  the  global  market 
currently  estimated  at  $420  billion  and  expected  to  reach  $600  billion  by  the 
year  2010.  U.S.  exports  of  environmental  technologies  are  currently  estimated  at 
$14.5  billion,  and  support  some  1 19,000  U.S.  jobs.  The  opportunities  for  export 
growth,  and  attendant  employment  creation  in  the  U.S.  are  impressive,  as  are  the 
potential  opportunities  to  help  lesser  developed  countries  upgrade  their 
environmental  protection  and  enhance  their  ability  to  advance  sustainable 
development. 

To  target  this  opportunity,  the  TPCC's  Environmental  Trade  Working  Group 
(ETWG)  -  co-chaired  by  the  Environmental  Protection  Agency  and  the 
Department  of  Commerce  -  is  implementing  the  Administration's 
Envirorwnental  Technologies  Exports  Initiative.  For  the  fastest  growing  markets 
in  Asia,  Latin  America,  and  Europe,  the  Initiative  is  providing  focused  and 
comprehensive  advocacy,  market  development,  counseling,  technical  assistance, 
and  financing  services  in  order  to  increase  U.S.  envirotech  exports. 

With  EPA,  the  Department  of  Commerce  is  also  helping  to  develop  an  industry 
classification  system  for  environmental  goods  and  services  and  an  industry 
survey,  which  are  needed  to  better  define  the  industry  and  identify  its 
contribution  to  U.S.  exports,  jobs,  and  revenues. 

Ke>  accomplishments  over  the  past  year  include: 

•Launching  the  Envtronvnensal  Tedxnolo^  Trade  Advisory  Committee  (ETTAC), 
a  private  sector  advisory  body,  representing  a  cross-section  of  the  U.S.  ET 
industry.  The  committee  developed  recommendations  on  key  issues,  such  as 
financing,  advocacy,  improving  government  assistance  to  small  business;  and 
enhancing  the  competitiveness  of  the  water  treatment  sector; 

•    Boosting  advocacy  efforts,  leading  to  approximately  $  1  billion  in 

environmental  technologies-related  contracts  for  U.S.  firms  over  the  last 
18  months; 
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Working  Together  to  Promote  Environmental  Technologies  Exports 


Through  our  Environmental  Trade  Working  Croup  (ETWG),  theTPCC  agencies  have  launched 
an  unprecedented  effort  to  implement  a  comprehensive  strategy  to  increase  the  export  of  U.S. 
environmental  technologies.  Activities  under  this  strategy  run  the  gamut  from  providing  technical 
assistance  and  training,  building  capacity  and  demand  in  less  developed  countries  and  emerging  markets, 
to  providing  competitive  financing,  promotion  and  advocacy.  Specifically,  the  ETWG  relies  on  the 
expertise  of  many  TPCC  agencies  to  help  U.S.  firms.  Whether  it's  through  EPA's  U.S.  Technology 
for  International  Environmental  Solutions,  TDA'j  funding  for  feasibility  studies,  the  USAID  sponsored 
U.S.-Asia  Environmental  Partnership  (US-AEP),  Commerce's  Office  of  Environmental  Technologies 
Exports,  Ex-lm  Bank's  Environmental  Business  Development  Program,  or  OPIC  investment,  project 
finance  or  political  risk  support  -  our  goal  is  to  help  U.S.  firms  be  more  competitive  and  close 
environmental  deals. 

EPA's  international  technology  programs  play  a  critical  role  in  promoting  the  competitiveness  of  U.S. 
environmental  exports.  Through  the  U.S.  Technology  for  International  Environmental  Solutions  program, 
EPA  has  used  international  technical  assistance  and  training,  information  exchange,  and  technology 
demonstrations  to  match  environmental  problems  overseas  with  suppliers  of  proven  and  cost-effective 
technologies  in  the  United  States. 

IDA  devoted  approximately  11  %  of  its  grants  in  1 995  to  water  and  environment  related  projects, 
amounting  to  some  $6.2  million.These  efforts  included  a  $500,000  grant  for  a  study  on  the  upgrading 
of  environmental  controls  and  automation  systems  at  an  aluminum  smelter  in  Ukraine,  and  a  $700,000 
grant  for  a  study  on  a  waste  management  project  for  an  industrial  group  in  Mexico. 

USAID's  U.S.-Asia  Environmental  Partnership  (US-AEP)  matches  Asian  environmental  needs  with 
U.S.  environmental  experience,  technology,  and  practice.  The  program  works  with  35  Asian  and  Pacific 
nations  and  territories.  So  far,  investments  by  US-AEP  and  US-AEP  partners  have  helped  generate 
$807  million  in  sales  of  U.S.  environmental  goods  and  services  in  Asia. 

The  Commerce  Department  has  helped  promote  U.S.  environmental  exports  through  its  Environmental 
Technologies  Export  Initiative.  For  example,  the  Department  sponsored  the  Sfafes  Environmental  Exports 
Forum,  and  is  aggressively  involved  in  domestic  and  overseas  trade  fairs  where  U.S.  environmental 
technology  firms  are  matched  with  foreign  business  partners  from  around  the  world. 

Ex-lm  Bank's  Environmental  Business  Development  Program  takes  a  proactive  approach  to  supporting 
environmentally  beneficial  exports,  especially  those  from  small-  and  medium-sized  companies, 
sponsoring  Environmental  Business  Development  Missions  abroad  and  reaching  out  to  environmental 
exporters  here  in  the  United  States.  In  fiscal  1 995,  Ex-lm  Bank  approved  $1 .37  billion  supporting 
environmentally  beneficial  exports. 

OPIC  is  supporting  two  privately-managed  investment  funds  that  make  equity  investments  in 
environmentally  oriented  sectors  relating  to  the  developing,  financing,  operating,  or  supplying  of 
infrastructure  relating  to  clean  energy  and  water.  The  Global  Environment  Emerging  Markets  Funds 
will  provide  $1 90  million  of  equity  capital  for  investment  in  this  sector. 
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"By  helping  other  countries 
develop  the  regulatory  and 
management  capabilities  that 
drive  the  demand  for  environ- 
mental technologies  and 
services,  EPA  plays  a  critical 
role  in  U.S.  environmental 
export  promotion  efforts." 


-   Carol  Broumer,  Aidministraun, 
Environmental  Protection  Agency 


•  Producing  detailed  export  market  plans  and  widely 
distributing  them  to  industry  to  promote  marketing 
opportunities  in  key  markets  of  Mexico,  Argentina  and 
Chile,  Poland,  the  C:ech  Republic,  South  Korea, 
Taiwan,  Brazil,  India,  Turkey,  Indonesia,  and  China; 
and 

•  Organizing  an  ET  team  of  some  100  trade  specialists 
and  commercial  officers  located  in  our  network  of 
domestic  and  overseas  commercial  offices.  We  also 
played  a  critical  role  in  advancing  U.S.  ET  policy  in 
Latin  America  through  the  Summit  of  the  Americas 
and  the  Western  Hemisphere  Trade  and  Commerce 
Forum,  and  the  development  of  the  interagency  Latin 
American  Environmental  Initiative,  which  involves  a 
coordinated  interagency  program  of  trade  promotion, 
outreach,  technical  assistance  and  training,  and 
financing  activities  focused  on  the  Latin  American 
environmental  market. 

Reinventing  the  Commercial  Service 

During  the  past  year,  the  Commercial  Service  (formerly  known  as  the  U.S.  and 
Foreign  Commercial  Service)  has  undergone  significant  changes  in  its  structure, 
style  and  mentality.  Though  its  mission  remains  the  same  -  to  help  American 
businesses  expand  their  exports  to  markets  around  the  globe  -  the  Commercial 
Service  has  taken  on  a  new,  corporate  attitude  and  a  heightened  focus  on  client- 
driven  service. 

The  Commercial  Service  reaches  out  to  the  business  community.  Today,  it  is 
comprised  of  approximately  1250  highly-trained  men  and  women  who  provide 
export  counseling  and  marketing  services  to  American  businesses  from  over  220 
offices  across  the  nation  and  around  the  world  -  working  to  open  the  doors  to 
U.S.  firms  in  markets  worldwide  and  create  jobs  here  at  home. 

Commercial  Service  ofificers  conduct  market  research,  identify  agents  and 
distributors,  advocate  on  behalf  of  American  companies,  assist  with  dispute 
resolution  and  support  a  variety  of  trade  events  and  missions  that  provide 
businesses  with  a  cost-effective  way  to  gain  market  exposure.  Domestically,  the 
Commercial  Service  provides  in-depth  counseling  to  firms  looking  to  launch 
their  export  efforts  or  to  expand  their  overseas  programs  into  new  markets. 
They  help  clients  to  identify  the  best  markets  for  their  products  and  then  work 
with  them  to  develop  a  marketing  strategy  based  on  the  information  provided  by 
our  posts  overseas. 
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Domestic  export  ocnom 

are  expecud  to  double 

from  1993-96 


To  ensure  that  the  Service  s  proRrams  are  delivcrinK,  the  Ci)mmerce  Oepartment 
established: 

•  Rigorous  performance  me;isures  to  capture  our  impact  on  the  US. 
economy,  and  across-the-board  customer-satisfaction  surveys,  and 

•  A  management  and  program  review  function  consisting  of  rigorous  on-site 
reviews  to  strengthen  our  client  services  and  ensure  st>und  fiscal  practices. 

The  Commercial  Service  has  become  more  effective  and  efficient  and  has 
significantly  increased  its  output  over  the  past  several  years.  By  shifting 
resources,  the  Commercial  Service  has  downsized  its  headquarteis  staff  by  29 
percent  during  this  Administration. 

Domestic  Export  Actions,  FY  1993-1996 


Source:  U.S.  Depirtment  of  Conunem 


Working  with  partners,  taking  a  regional  approach  to  export  initiatives  and  by 
upgrading  our  communications  technology  to  meet  the  times,  the  Commercial 
Service  has  -  accordir\g  to  our  clients  -  increased  the  value  of  exporters  it 
supported  by  46  percent  in  the  last  year.  Domestic  offices  alone  facilitated  40 
percent  more  exports  in  1995  than  the  year  before.  This  strong  output  growth 
was  achieved  without  a  jignificant  budget  increase.  In  fact,  the  46  percent 
increase  in  exports  supported  came  at  a  cost  of  only  a  10  percent  increase  in  the 
budget  of  the  Commercial  Service  during  the  same  period. 

Expanding  Electronic  Commercial  Linkages 

Last  year  roughly  $180  million  in  international  business  was  done  by  small 
businesses  using  the  Internet.  While  this  figure  is  not  large,  it  is  significant  given 
that  during  the  previous  year  the  amount  was  close  to  :ero. 
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This  statistic  clearly  demonstrates  the  increasing  role  that  electronic  commerce 
is  playing  in  the  international  trade  arena.  As  computer  literacy  grows  among 
the  small  and  medium-sized  business  community  and  the  Internet  gains  wider 
acceptance  as  a  tool  for  international  trade,  electronic  commerce  may  soon 
become  the  tool  of  choice  for  small  businesses  seeking  to  break  into  world 
markets. 

To  better  support  small  and  medium'Sized  businesses  as  they  turn  towards 
technology,  TPCC  agencies  are  considering  the  impact  of  technological  advances 
on  our  assistance  to  exporters.  In  the  field  and  in  Washington,  trade  profession- 
ak  in  the  information  age  will  need  to  become  expert  interpreters  of  information 
-  not  simply  an  information  providers.  We  fully  expect  that  technological 
advances  will  transform  our  approach  to  better  serve  the  U.S.  exporter. 

The  Conunerce  Department's  Trade  Information  Center  (TIC)  has  boldly 
stepped  into  this  new  frontier  by  taking  advantage  of  new  technology  to 
dissemir\ate  export  information  electronically  and  telephonically  to  its 
customers.  For  example,  the  TIC  operates  an  export  information  fax -on-demand 
system,  accessible  24-hours  a  day.  TT\e  system  offers  easy  access  to  step-by-step 
export  assistance  and  information  on  all  Federal  government  export  programs. 
To  further  enhance  information  dissemination  capabilities,  the  TIC  has 
developed  an  Internet  home  page  where  businesses  can  access  information  on 
the  TlC's  services  and  federal  export  assistance  programs  and  this  year  the  TIC 
also  partnered  with  CompuServe  to  offer  on-line  export  counseling  via 
CompuServe's  International  Trade  Forum.  The  International  Trade  Forum  is 
run  by  several  international  trade  experts  worldwide  and  allows  some  4.5  million 
users  to  conduct  research  in  a  trade  library,  ask  for  and  contribute  advice,  and 
post  and  retrieve  trade  opportunities.  This  firsi-of-a-kind  agreement  is  aimed 
at  increasing  public  access  to  Government  information  and  will  serve  as  a 
model  for  future  efforts  between  U.S.  government  agencies  and  commercial 
on-line  services. 

Already,  the  USEACs'  are  using  state-of-the-art  technologies  to  deliver  services 
to  clients  more  efficiently.  Trade  specialists  use  cutting-edge  technology  to 
deliver  the  most  up-to-date  export  promotion  and  financing  information  in  a 
way  that  accommodates  clients'  schedules  and  budgets.  For  example, 
Commerce's  ofifices  have  established  Internet  and  fax -on-demand  services  to 
provide  U.S.  fimis  with  immediate  24  hour  access  to  current  commercial 
information  and  opportunities  in  particularly  promising  markets  around  the 
world.  These  include  NAFTA,  Latin  America,  Russia  and  the  NIS,  Central  and 
Eastern  Europe  and  Asia.  These  new  services  are  reaching  some  5000  firms 
weekly,  mostly  small  and  medium-sized  businesses. 


See  our  ducuMioi)  on  the  U.S.  Expon  Aniitance  Centen  In  the  Small  Businesi  chapter. 
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To  make  export  counseling  more  convenient,  USEAC  staff  also  rcHularly  \isjt 
clients  in  their  places  ot  business.  Equipped  with  portable  computer  equipment, 
trade  specialists  can  access  a  wide  variety  of  information  and  services  directly 
from  the  client  s  office,  helping  them  to  evaluate  p<Kential  markets  overseas  and 
identify  foreign  sales  and  investment  opportunities.  For  example,  the  USE  AG's 
commercial  officers  may  provide  in-depth  market  research  information  on 
appropriate  countries  or  industry  sectors,  and  can  even  identify  potential  buyers 
or  distributors,  using  Commerce's  National  Trade  Data  Bank  (NTDB).  If  more 
detailed  questions  arise,  they  can  even  contact  the  appropriate  overseas  post 
through  the  Commercial  Service's  worldwide  electronic  mail  network,  or  may 
refer  the  question  to  the  local  team  member  or  Washington  desk  officer  with 
relevant  market  or  industry  expertise. 

Trade  specialists  may  also  provide  detailed  guidance  on  financing  alternatives 
through  the  TPCC  Trade  Finance  agencies'  internet  homepages,  again  referring 
more  complex  quesrions  to  appropriate  experts,  including  SBA  and  Ex-lm  Bank 
partners.  Both  SBA  and  Ex-lm  Batdc  have  stepped  up  efforts  to  further  improve 
their  harmonized  Export  Working  Capital  Program  (EWCP)  delivery.  An 
important  change  was  the  upgrade  of  both  agencies'  websites  on  the  internet, 
making  information  on  the  EWCP  electronically  accessible.  For  example  the 
EWCP  loan  application  can  now  be  downloaded,  available  24  hours  a  day  from 
all  over  the  world  (important  to  many  companies'  overseas  sales  people),  and 
transparent  to  users  in  need  of  quick  and  accurate  program  information.  By 
remotely  accessii\g  their  considerable  U.S.  government  resources,  trade  specialists 
can  often  resolve  a  client's  concerns  before  leaving  his  or  her  office. 

USEAC  staff  routinely  use  on-line  trade  resources  to  keep  their  clients  current 
with  the  most  recent  trade  ittfortnation,  such  as  daily  trade  leads  from 
Commerce's  Electronic  Bulletin  Board.  Trade  experts  in  the  USEACs  also 
leverage  on-line  resources  to  share  information  with  as  many  U.S.  businesses  as 
possible  and  can  refer  clients  to  appropriate  internet  websites  dealing  with 
international  trade.  For  example,  through  TradePort,  an  internet  database  with 
numerous  public  and  private  sector  sources,  U.S.  businesses  can  research  detailed 
trade  and  market  information,  potential  buyers,  export  documentation 
requirements,  or  specific  market  or  industry  opportunities.  Developed  last  year  as 
a  cooperative  effort  of  Commercial  Service  trade  specialists  in  California 
and  their  local  and  state  partners,  TradePort  also  provides  listings  of  upcoming 
Califonua-based  trade  missions,  trade  shows,  and  trade  seminars.  The 
International  Trade  Administration's  homepage  provides  basic  information  on 
exporting,  along  with  detailed  market  information  on  specific  geographical 
regions  and  industries. 
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The  Commercial  Service  Gives  U.S.  Exporters 
A  Leading  Edge  in  World  Markets 


National  Trade  Data  Bank  (NTDB):  "one-stop'  source  of  international  trade  data  collected  by 
federal  agencies.  The  NTDB  contains  over  190,000  trade-related  documents,  including  market 
research  reports,  trade  leads,  trade  contacts,  statistical  information  and  more. 

Economic  Bulletin  Board  (EBB):  on-line  trade  leads,  time-sensitive  market  information  and  the 
latest  statistical  releases  from  a  variety  of  agencies. 

Industry  Sector  Analysis  (ISA):  structured  market  research  reports  produced  In  leading  overseas 
markets.  Reports  cover  market  size  and  outlook,  characteristics  and  comfjetitive  end-user 
analysis  for  a  selected  industry  sector. 

International  Market  Insights  (IMI):  short  profiles  of  specific  market  conditions  or  opportunities 
prepared  In  overseas  markets  and  at  multilatereal  development  banks.  These  reports  Include 
information  on  dynamic  sectors  of  a  particular  country. 

Customized  Market  Analysis  (CMA):  market  research  made  to  order.  A  CMA  report  assesses 
the  market  for  a  specific  product  or  service  in  a  foreign  market  and  provides  Information  on  sales 
potential,  competitors,  distribution  channels,  pricing  of  comparable  products,  potential  buyers, 
marketing  venues  and  licensing  or  joint  venture  Interest. 

Agent/Distributor  Service  (ADS):  customized  overseas  search  for  qualified  agents,  distributors 
and  representatives  for  U.S.  firms.  Commercial  Officers  abroad  Identify  up  to  six  foreign 
prospects  that  have  expressed  an  interest  In  representing  the  U.S.  firm's  products. 

International  Company  Profile  (ICP):  portrays  the  reliablity  of  prospective  trading  partners. 
Information  provided  includes  type  of  organization,  size,  general  reputation,  principal  owners, 
financial  information  and  trade  references,  with  recommendation  from  on-site  commercial 
officers  as  to  sultablity  as  trading  partner. 

Commercial  News  USA:  export  marketing  magazine  promoting  U.S.  products  and  services 
worldwide.  Recently  privitized  by  the  Commercial  Service  it  is  disseminated  in  print  to  screen 
agents,  distributors,  buyers  and  on-line  to  EBB  subscribers.' 

Cold  Key  Service:  custom-tailored  service  that  combines  orientation  briefings,  market 
research,  appointments  with  potential  partners,  interpreter  service  and  assistance  In  developing 
follow-up  strategies. 

Matchmaker  Trade  Delegations:  match  U.S.  firms  with  prospective  agents,  distributors  and  joint 
venture  of  licensing  partners  abroad.  Commercial  Service  staff  evaluate  the  marketing  p)otential 
for  U.S.  firms'  products  and  services,  finds  and  screens  contacts  and  handles  all  event  logistics. 
Participants  travel  in  delegations  accompanied  by  Commercial  Service  staff,  and  in  each  country, 
receive  a  schedule  of  business  meetings  and  In-depth  market  and  finance  briefings. 

International  Buyer  Program:  supports  selected  U.S.  trade  shows  In  industries  with  high  export 
potential.  Commercial  Service  offices  abroad  recruit  foreign  buyers  and  distributors  to  attend 
U.S.  shows  while  program 

*  VtioKnctndripmxaafiAeCcmmtTaalNevaUSApmgiam. 
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SBA's  homepage  also  provides  both  basic  and  specific  intormation  to  the  internet 
inquirer.  One  new  addition  this  year  is  the  availability  ot  the  SBAtlas  program, 
now  called  Export  Access,  on  the  internet.  Historically  used  hy  Senior  Corps  of 
Retired  Executives  (SCXDRE)  and  Small  Business  Development  Centers  (SBDC) 
counselors  to  assist  new-to-exp«irt  clients  identify  markets  and  get  country 
information,  this  program  is  now  accessible  to  the  small  business  directly.  The 
use  of  hypertext  links  connects  them  to  SCORE  counselors  across  the  country 
should  they  also  need  counseling  assistance.  Small  Busmesses  can  also  find 
information  about  SBA's  special  focus  trade  and  finance  initiatives. 

Collecting  and  Delivering  Timely  Market 
Information  to  American  Businesses 

The  majority  of  our  market  information  is  collected  by  our  Commercial  Officers 
stationed  in  key  markets  overseas,  as  well  as  the  industry  and  regional  specialists 
in  the  Department  of  Commerce.  In  markets  where  Commerce  does  not  have  a 
commercial  post.  State  Department  Economic  Officers  assume  the  lion's  share  of 
the  responsibility  for  collecting  market  information.  Together,  we  collect 
information  both  for  general  purposes  and  on  a  more  targeted,  tor-fee  basis  for 
individual  companies.  We  believe  that  expanded  cooperation  among  agencies 
and  increased  training  of  our  ofificers  at  overseas  posts  in  the  full  array  of  agency 
trade  and  finance  promotion  services  could  significantly  improve  the  quality  and 
timeliness  of  the  information  that  we  can  provide  to  American  business. 

Once  we  have  collected  relevant  ntarket  information,  we  need  to  deliver  it  to 
the  business  community  in  an  even  more  efficient  manner.  Our  competitors  rely 
heavily  on  formal  links  with  private-sector  partners  to  guarantee  coverage  for 
their  clients.  In  Germany,  for  instance,  the  local  Chambers  of  Commerce  play 
a  significant  role  in  the  German  federal  export  promotion  effort.  Bilateral 
Chambers  like  the  German- American  Chamber  of  Commerce  even  receive 
subsidies  from  the  Federal  government.  While  we  recognize  that  this  type  of 
relationship  may  be  uniquely  suited  to  the  German  system,  we  propose  that  the 
TPCC  pursue  similar  partnership  arrangements  using  technology  as  the  link. 
To  expand  our  efforts,  the  TPCC  is  developing  a  web-site  which  will  act  as  the 
"homepage"  for  information  on  the  National  Export  Strategy  and  related 
initiatives.  The  site  will  also  electronically  connect  the  home  pages  for  all  of  the 
TPCC  agencies  so  that  exporters  can  access  information  on  individual  TPCC 
agency  programs. 
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TPCC  Agencies  on  the  Internet 


Information  on  both  individual  TPCC  agency  programs  and  the  National  Export 
Strategy  will  soon  be  available  on  the  Internet.  The  TPCC's  official  repository  of 
export  promotion  information  -The  National  Trade  Data  Bank  (NTDB)  -  is  available 
for  world  wide  web  access  from  STAT-USA  on  http://www.$tat-usa.gov.  The  TPCC 
agencies  are  working  to  link  their  existing  homepages  through  a  central  National  Export 
Strategy  homepage  which  will  serve  as  a  gateway  to  the  full  array  of  information  on 
federal  export  promotion  and  financing  programs.  In  the  interim,  you  can  access 
information  on  individual  TPCC  agency  programs  by  using  the  following  Internet 
addresses: 


Agency  for  International  Development  (http://www.usaid.gov) 

Council  of  Economic  Advisers  (http://www.whitehouse.gov/wh/eop/cea) 

Department  of  Agriculture  (http://www.fas.usda.gov) 

Department  of  Commerce  (http://www.ita.doc.gov) 

Department  of  Defense  (http://www.dtic.dla.mil) 

Department  of  Energy  (http://www.osti.gov) 

Department  of  Interior  (http://inso.er.usgs.gov/doi/doi.html) 

Department  of  Labor  (http://www.dol.gov) 

Department  of  State  (http://www.state.gov) 

Department  of  Transportation  (http://www.dot.gov) 

Department  of  the  Treasury  (http://www.ustreas.gov) 

Environmental  Protection  Agency  (http://www.epa.gov) 

Ex-lm  Bank  of  the  United  States  (http://www.exim.gov) 

National  Economic  Council  (http://www.whitehouse.gov/wh/eop/nec) 

Office  of  the  U.S.  Trade  Representative  (http://www.u$tr.gov) 

Office  of  Management  and  Budget  (http://www.whitehouse.gov/wh/eop/omb) 

Overseas  Private  Investment  Corporation  (http://www.opic.gov) 

Small  Business  Administration  (http://www.sba.gov) 

U.S.  Information  Agency  (http://www.usia.gov) 

U.S.  Trade  and  Development  Agency  (http://www.tda.gov) 
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Recommendations : 

To  help  leverage  our  resources  we  will: 

•  Continue  to  strengthen  the  expertise  of  all  our  officers  stationed  overseas 
-  through  better  coordination  and  training  -  to  create  a  virtual  one-stop 
shop  in  our  key  markets. 

In  order  to  meet  the  increased  competition  that  U.S.  firms  face,  our  overseas 
officer  corps  must  be  able  to  provide  an  interchangeable  array  of  comprehen- 
sive export  promotion  services  including  expertise  in  our  trade  finance  and 
technical  assistance  programs  as  well  as  timely  market  information.  We  will 
increase  and  coordinate  our  training  of  all  TPCC  agency  personnel  on  the 
ground  including  Commerce's  Commercial  Service,  State  Department  and 
Foreign  Agricultural  Service  officers  and  USIA  personnel. 

•  We  will  strengthen  our  outreach  efforts  through  technological  linkages 
with  our  private-sector  and  state  and  local  partners  to  increase  their 
participation  in  our  export  promotion  efforts. 

For  example,  the  Federal  government  will  pursue  linkages  similar  to  TradePort 
(a  homepage  for  California  trade  on  the  Internet)  throughout  its  domestic  and 
overseas  network  of  offices  with  such  partners  as  the  American  Chambers  of 
Commerce  and  the  State  Departments  of  Trade  Development.  The  networks 
could  cast  a  wide  net,  linking  universities,  Small  Business  Development 
Centers,  World  Trade  Centers  and  others  in  an  effort  to  erihance  exponentially 
the  flow  of  timely  market  information  from  the  source  to  the  client.  To  help 
defray  the  cost  of  these  networks,  the  government  could  employ  the  STAT- 
USA  model  of  cost  recovery,  by  charging  subscriber  fees  for  many  of  these 
network  services. 

Improving  Market 
Promotion  Programs 

The  TPCC  agencies  have  taken  steps  to  focus  the  efforts  of  the  Federal 
government  in  this  regard  on  those  issues  for  which  we  are  uniquely  suited.  For 
that  reason,  we  have  privatized  18  trade  fairs  and  shows  for  FY  1995  and  1996, 
and  we  have  advertised  14  more  shows  for  privatization  in  coming  years.  While 
our  participation  in  all  trade  fairs  is  on  a  cost  recovery  basis,  our  goal  with  the 
privatization  program  has  been  to  transfer  trade  fair  organization  and  manage- 
ment functions  to  the  private  sector  -  freeing  up  staff  resources  that  can  then  be 
directed  toward  other  activities  such  as  exporter  counseling,  advocacy  and 
overseas  post  initiatives.  Our  posts  report  that  privatization  has  relieved  them 
from  time-consuming  activities  associated  with  trade  pavilion  logistics.  We  hope 
to  privatize  at  least  three  of  the  14  in  FY  1997.  While  we  have  removed  ourselves 
to  an  extent  from  the  trade  fair  business,  our  long-term  strategic  goals  for  our 
export  promotion  program  -  especially  in  the  BEMs  and  key  sectors  -  will 
necessitate  a  continued  TPCC  focus,  at  least  in  the  short- term. 
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In  addition,  we  have  privatized  i)ur  commercial  marketing  publication 
Commercial  News  USA  to  better  assist  the  export  marketing  efforts  of  small  and 
mid-size  firms  by  offering  display  ads  in  addition  to  traditional  listings,  and 
upgrading  the  magazine's  circulation.  We  estimate  that  privatizing  the 
Commercial  News  USA  will  save  an  estimated  $435,000  the  first  year,  stemming 
primarily  from  postage  reimbursement  and  staff  savings.  From  a  staffing 
perspective,  cost  savings  and  associated  realliKation  of  personnel  will  add 
critically  needed  resources  to  other  export  promotion  programs  -  helping  us  save 
an  estimated  $3.2  million  over  the  five  years. 

Reducing  Obstacles  to  Exporting 

From  its  inception,  the  Clinton  Administratiori  has  recognized  the  need  for 
reforming  and  streamlining  our  export  control  structure.  Our  efforts  have 
concentrated  on  revising  or  eliminating  outdated  controls;  streamlining  the 
licensing  process;  and  clarifying  and  simplifying  Export  Administration  Regula- 
tions. Our  record  is  one  of  solid  accomplishment  in  all  areas. 

Revising  or  Eliminating  Outdated  Controls 

Our  most  significant  progress  has  been  in  the  computer  sector.  In  a  series  of 
decisions  beginning  in  October  1993,  we  have  raised  the  computer  decontrol 
level  for  most  countries  from  67  to  260  MTOPS  (millions  of  theoretical 
operations  per  second);  expanded  general  license  eligibilities  for  computers  to 
most  "Free  World"  countries  to  10,000  MTOPS  (or  more  for  our  close  allies). 
TTiis  meEins  that  the  computers  remain  controlled,  but  exporters  can  ship 
without  prior  written  Commerce  permission.  We  have  also  established  a  General 
License,  which  currently  allows  computers  up  to  7000  MTOPS  to  be  shipped 
under  general  license  to  civil  end-users  in  former  Coordinating  Committee  for 
Multilateral  Export  Controls  (COCOM)  proscribed  countries. 

The  initial  round  of  these  changes  released  more  than  $32  billion  worth  of 
exports  from  individual  validated  licensing  requirements.  The  President's 
subsequent  reform  in  October  1995  resulted  in  additional  liberalization  that 
industry  estimates  relieved  another  $10  billion  of  licensing  burden  on  U.S. 
computer  makers. 

We  have  also  continued  expansion  of  general  license  eligibilities  by  establishing 
general  license  G-BETA,  which  allows  beta-test  software  to  be  shipped  without 
an  individual  validated  license  to  qualified  end-users;  broadened  additional 
general  license  eligibilities  to  include  most  semiconductors,  software  for  virus 
protection  and  certain  mobile  telephones;  and  certain  semiconductor 
manufacturing  equipment. 

The  effect  of  these  changes  has  been  to  reduce  licensing  loads  by  more  than  60 
percent  from  the  beginning  of  the  Clinton  Administration. 
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License  Applications  received 
have  decreased  sxtbsumtially 


Licensed  Applications  Received 
(Before  and  After  TPCC  Implementation) 


License  Appliatiom  received  per  yeMr:  FY93  ■  26,000;  Fir94  -  12,610;  FY95  ■  9,989; 
FY^  ■  BrSOO  (estimated).  As  of  June  30,  we  hid  received  6,732  applications. 
Source:  US.  Department  of  Commerce. 

Streamlining  the  Licensing  Process 

In  December  1995,  President  Clinton  signed  Executive  Order  12981  reforming 
the  interagency  license  review  process.  It  provides  expanded  review  of  license 
applications  by  other  agencies,  in  exchange  for  greater  agency  discipline  and 
timeliness  in  returning  their  views  to  Commerce. 

TTie  President  in  March  1996  also  decided  on  a  process  for  settling  commodity 
jurisdiction  disputes  that  is  similar  to  the  Executive  Order.  (These  are  disputes 
over  whether  an  item  is  a  dual-use  good  controlled  by  Commerce  or  a  munition 
controlled  by  State  under  different  procedures.)  The  result  is  a  time-limited, 
transparent  pnxess  that  will  benefit  exporters. 

At  the  same  time.  President  Clinton  resolved  two  longstanding  sector-specific 
issues  by  deciding  that  commercial  communications  satellites  and  technology  for 
commercial  jet  engines  will  be  controlled  by  Commerce  on  its  dual-use  list, 
subject  to  regulations  which  impose  new  controls. 

Simplifying  Export  Administration  Regulations 

On  March  25,  1996,  we  published  in  the  Federal  Register  the  first  entire  rewrite 
of  Commerce  Department  regulations  in  more  than  40  years.  This  effort  will 
eliminate  burdensome  paperwork  requirements  for  exporters;  and  consolidate 
three  application  forms  into  one.  As  a  result  of  these  and  other  changes,  the 
regulations  will  be  simpler  and  easier  to  follow,  particularly  for  the  small  or 
infrequent  exporter. 
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In  the  future,  the  Commerce  Department  plans  to  claritV  the  scope  and 
application  ot  the  licensing  requirements  tor  Jual-use  g(.KxJs  and  technologies 
subject  to  the  Enhanced  Proliferation  Control  Initiative  (EPCl).  This  will  help 
keep  all  U.S.  exporters  informed  of  problem  end  users  and  projects  of  concern  in 
a  timely  manner. 

Through  its  defense  advocacy  efforts,  Commerce  has  also  worked  very  closesly 
with  U.S.  industry  impacted  by  defense  downsizing.  We  initiated  and  coordinated 
an  interagency  team  that  developed  and  executed  the  government's  strategy, 
which  led  to  a  $4  biUion  plus  sale  of  military  helicopters  in  the  Netherlands  and 
the  United  Kingdom. 

With  Commerce's  Economic  Development  Administration,  we  developed  and 
managed  several  industry  defense  conversion  initiatives  specifically  designed  to 
assist  small  and  medium  size  companies  impacted  by  defense  procurement 
reductions  and  base  closure.  TTiese  include  our  Resource  Matching  Program  of 
specialized  seminars  for  smaller  defense  vendor  companies  attended  by  several 
thousand  companies  during  the  past  two  years,  and  the  Needs  Assessment 
Program,  which  serves  as  a  one  stop  point  of  contact  for  companies  undergoing 
defense  transition. 

Agricultural  Trade  Promotion 

Our  agricultural  trade  policy  is  aimed  at  providing  a  strategic  framework  for  the 
United  States  to  establish  a  prominent  position  in  the  agricultural  trade  arena 
well  into  the  21st  century  while  supporting  U.S.  trade  policy  objectives  and 
creating  jobs  and  increasing  farm  income  here  at  home. 

The  "Long  Term  Agricultural  Trade  Strategy"  (LATS)-  developed  by  the 
Department  of  Agriculture  (USDA)  -  fully  positions  USDA  to  fulfill  its  mission 
to  open,  expand  and  maintain  global  market  opportunities  through  international 
trade,  cooperation,  and  sustainable  development  activities  which  secure  the  long- 
term  economic  vitality  and  global  competitiveness  of  America's  rural 
communities  and  related  food  and  agricultural  enterprises.  Our  goal  is  to  increase 
the  value  of  farm,  food,  fish  and  forestry  exports  by  50  percent  from  the  1994 
level  by  the  year  2000.  To  meet  this  goal,  the  Department  is  actively  applying  the 
LATS  in  determining  policy  objectives  and  making  resource  allocation  decisions. 

USDA  is  also  focusing  its  export  assistance  efforts  toward  high'growth  and 
emerging  markets  worldwide,  and  executing  regional  and  country-market 
strategies.  For  example,  the  Pacific  Rim  offers  the  most  promising  market 
opportunities  and  is  expected  to  account  for  over  50  percent  of  U.S.  agricultural 
exports  by  the  year  2000.  Emerging  regional  growth  markets  by  the  year  2000 
will  include  Southern  Africa,  Southeast  Asia,  South  Asia,  and  Latin  America. 
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In  addition,  share  retention,  competitor  analysis,  and  commodity  reporting 
priorities  continue  to  call  for  trade  assistance  in  mature  markets.  The  LATS 
emphasizes: 

•  Domestic  outreach  to  American  exporters,  providing  strategic  market 
information  to  smaller  and  new-to-market  enterprises; 

•  Innovative  public-private  partnerships  in  executing  country-market,  demand- 
driven  promotional  strategies,  reflecting  quality  and  safety  expectations 
of  consumers; 

•  Trade  policy  initiatives  aimed  at  opening  new  markets,  improving  target 
market  access,  and  demanding  science-based  sanitary  and  phytosanitary 
standards;  and 

•  Reducing  and  counterbalancing  unfair  trade  risks. 

Agricultural  Export  Competition 

Over  60%  of  agriculture  related  jobs  are  in  the  non-farm  sector,  including  trade 
and  transportation,  services,  food  processing  and  other  manufacturing.  In 
addressing  the  challenge  to  keep  U.S.  agriculture  globally  competitive,  USDA  in 
partnership  with  the  agricultural  industry  and  other  agencies,  like  the  USTR, 
have  negotiated  agreements  that  have  dramatically  improved  market  access  for 
U.S.  agricultural  products.  Virtually  every  type  of  U.S.  farm  product  entering 
world  trade  is  promoted  by  market  development  activities,  and  USDA  has 
implemented  programs  designed  to  build  new  markets  and  capitalize  on  new  trade 
opportunities.  USDA  export  programs  have  helped  U.S.  exporters  develop  and 
maintain  markets  for  hundreds  of  food  and  agricultural  products  ranging  from 
bulk  commodities  to  brand  name  grocery  items.  USDA  agricultural  trade  offices 
in  12  key  market  countries  function  as  service  centers  for  U.S.  exporters  and 
foreign  buyers  with  up-to-the-minute  communication  with  potential  suppliers  in 
the  United  States.  They  also  assist  U.S.  exporters  in  launching  products  in 
overseas  markets  characterized  by  different  food  preferences,  social  customs  and 
marketing  systems.  These  offices  are  designed  to  be  co-located  with  U.S.  trade 
association  representatives,  and  positioned  outside  of  the  U.S.  Embassy  to  better 
partner  our  export  market  development  activities  and  maximize  customer  service. 

Most  agricultural  exporting  nations  such  as  Australia,  Canada,  the  European 
countries,  and  New  Zealand  heavily  promote  their  agricultural  and  food  products 
throughout  the  world.  In  many  countries,  including  France  and  the  Netherlands, 
marketing  organizations  are  financed  by  governments  and  by  mandatory 
assessments  on  agricultural  production  and  marketing.  The  national  and  regional 
governments  of  Italy  and  Spain  finance  market  development  costs  for  their  chief 
agricultural  products.  The  government  of  Australia  continues  to  increase  its 
funding  of  agricultural  product  promotions  through  its  Export  Market 
Development  Grants  and  is  targeting  expansion  in  Asia.  Eighteen  major 
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"Tariff  reductions  and  trade 
agreements  during  the  last  half 
century  have  made  nations  more 
interdependent  than  ever  before.  The 
prosperity  of  the  United  States,  as 
well  as  that  of  many  other  countries, 
is  increasingly  dependent  on  free  and 
fair  trade.  But  we  must  work 
together.  We  must  cooperate." 

-   Dan  Gljckman,  Secretary  of  Agriculture 


exporting  cnuntnes  other  than  the  United  States 
spend  an  estimated  $600  million  for  non-price 
promotion  activities,  activities  similar  to  those 
under  the  USDA's  Market  Access  Pro>;ram  and  the 
Foreign  Market  Development  Program.  The  LATS 
takes  into  account  competitor  initiatives  such  as 
these.  If  these  initiatives  are  effectively  and 
aggressively  countered,  U.S.  exptirts  will  be 
enhanced  to  the  benefit  of  the  farm  and  rural 
economy. 


The  LATS  is  an  important  contribution  to  U.S. 
agriculture  and  the  entire  national  economy  as 
agri-cultural  exports  will  be  among  our  most 
important  contributors  to  the  nation's  export 
growth  through  the  year  2000.  In  1996,  we  expect  our  agricultural  exports  will 
reach  a  new  record  high  of  $60  billion,  up  1 1  percent  from  the  previous  record  set 
last  year  and  38  percent  higher  than  two  years  ago.  In  fact,  the  U.S.  share  of 
world  agricultural  exports  is  projected  to  reach  22-23  percent  in  1996,  its  highest 
level  in  a  decade.  This  makes  us  the  world's  leading  agricultural  exporter  by  a 
substantial  margin  over  our  leading  competitor,  the  European  Union,  with  the 

most  improved  market  share 
of  any  exporter  since  1986. 
Furthermore,  we  expect  these 
successes  to  continue.  Our 
current  export  pace  puts  us 
well  on  our  way  to  reaching 
our  goal  to  increase  U.S. 
farm  income,  boost  total  U.S. 
economic  activity,  and 
support  more  than  a  million 
U.S.  jobs  by  the  end  of  the 
decade. 


Working  Together  To  Promote  Agricultural  Trade 


The  Trade  and  Development  Agency,  the  Department  of 
Agriculture,  and  USIA  have  teamed  up  to  promote  agricultural 
exports.  The  two  agencies  cosponsored  a  trade  mission  to  Moldova 
in  September  to  identify  joint  venture  opportunities  for  trade  and  U.S. 
investment  in  Moldovan  agribusiness,  technology  transfer  and/or 
licensing  arrangements.  A  USDA  agricultural  marketing  specialist  also 
has  been  on  loan  toTDA  this  year  to  improve  interagency  coordination 
and  widen  TDA's  participation  in  agribusiness  projects,  particularly  in 
Africa  and  the  Middle  East. 

At  times,  it  is  necessary  for  the  U.S.  government  to  put  out  brush  fires 
on  the  agricultural  export  scene.  When  it  was  learned  that  Egyptian 
newspapers  were  preparing  to  run  stories  alleging  that  U.S. -grown 
wheat  exported  to  Egypt  was  infested  with  a  fungus,  the  USIA  post  in 
Cairo  went  on  the  offensive  to  counter  these  rumors.  Working  with  the 
U.S.  Foreign  Agricultural  Service,  it  produced  an  information  packet  of 
fact  sheets,  press  releases,  and  other  explanatory  material.  The  result 
was 

a  front-page  retraction  by  one  Egyptian  newspaper  and  a  long,  factual 
article  in  several  others.  Through  this  public  diplomacy  effort,  the 
billion-dollar  wheat  export  market  in  Egypt  was  preserved. 


The  USDA  will  continue  to 
partner  with  other 
government  agencies,  the 
agricultural  industry.  State 
Departments  of  Agriculture, 
the  university  community, 
and  the  U.S.  Export 
Assistance  Centers  to  engage 
more  companies  to  export 
and  in  turn  increase  exports. 
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create  jobs  and  continue  to  have  U.S.  Afiriculture  he  a  major  contrihutor  to  the 
balance  of  trade.  Given  the  export  sensitive  nature  of  the  U.S.  agricultural 
economy,  expanding  exptirts  is  clearly  the  key  to  growth  for  one  of  Americi's 
largest  industries. 
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"I  am  convinced  that  the  Federal  trade 
agencies  are  working  very  well  together 
as  partners  and  with  the  private  sector  - 
as  we  have  never  worked  before  -  to  make 
a  difference  to  improve  our  ability  to 
compete,  and  to  improve  the  quality  of 
life  for  all  Americans.  Exports  are  now  critical 
to  American  jobs  and  economic  strength. 
As  we  move  into  the  21st  century,  the  Clinton 
Administration  is  committed  to  working  with 
Congress  and  our  business  community  to 
help  U.S.  workers  and  companies  succeed 
in  the  most  competitive  export  markets." 


In  1995,  U.S.  export  growth  reached 
a  six  year  high  of  over  1 1  percent, 
largely  attributable  to  an  upsurge  in 
demand  by  Asian  countries.  These 
countries  represented  nearly  30  percent 
of  all  U.S.  export  sales  in  1995. 
Moreover  the  outlook  for  the  future 
clearly  suggests  that  this  level  of  export 
demand  from  Lesser  Developed 
Countries  (LDC)  markets  will  remain 
strong:  these  markets  are  projected  to 
grow  at  6%,  whereas  industrialized 
countries  will  continue  at  their  20  year 
average  growth  rate  of  2.5%. 


—  Martin  A .  Kamarck ,  Chairman , 

Export'lmpon  Bank  of  the  United  States 


If,  as  the  International  Monetary  Fund 
expects,  the  Big  Emerging  Markets  in 
Asia  and  Latin  America  continue  to 
maintain  growth  rates  more  than  twice 
as  high  as  the  industrialized  countries 
and  privatize  more  industries,  our 
foreign  competitors'  motivation  to 
I  compete  for  these  markets  -  even  if  unfairly  -  will  also  accelerate.  And,  as  we 
I  know,  foreign  competitive  practices  have  a  significant  effect  on  the  ability  of  U.S. 
exports  to  compete. 

ExpKDrt  finance  competition  occurs  in  virtually  all  stages  of  export  finance  -  from 
the  pre-feasibility  and  feasibility  study  stage,  project  design  financing,  up  through 
the  project  award  stage.  This  competition  includes  many  different  types  of 
financing  and  includes  export  credit  agency  sources,  quasi-governmental  sources, 
and  development  bank  sources.  As  competition  accelerates  in  these  concentrated 
LDC  markets,  demand  for  export  financing  to  help  keep  U.S.  exporters 
competitive  increases  similarly  -  financing  which  the  private  sector  often  cannot 
provide  and  which  the  United  States  government  is  the  only  possible  source. 

In  this  vein,  Ex-Im  Bank  has  seen  a  steady  increase  in  demand.  In  particular,  the 
number  of  applications  has  increased  substantially  but  actual  authorizations  have 
decreased  .  Meanwhile,  the  support  offered  by  our  foreign  government  export 
credit  agency  counterparts  continues  in  some  cases  to  dwarf  U.S.  financial 
assistance  and  has  also  grown  dramatically  during  the  1993-1995  period. 
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U.S.  Government  help 
is  among  the  lowest 


suggesting  that  the  U.S.  trade  finance  agencies,  especially  the  Ex-lm  Bank,  Trade 
and  Development  Agency  (TDA)  and  Overseas  Private  Investment  Girporntion 
(OPIC)  are  likely  to  encounter  continued  and  strong  demand  for  their  support  to 
compete  against  the  financing  offered  to  domestic  firms  of  our  foreign 
competitors. 

Financial  Assistance  to  Exporters,  1994 


NOTE:  Induda  export  credits,  (M  tnd  untied  tid. 
SOURCE:  OeCD,  CSI,  and  U.S.  Department  of  Commerce 

Certain  countries  within  the  quickly  growmg  LCC  markets  are  likely  to  require  a 
large  component  of  standard  export  credit  support  until  pnvate  sector  sources 
are  able  to  meet  these  demands.  While  the  Federal  government  makes  a 
concerted  effort  not  to  compete  with  or  displace  private  market  funding  where 
the  private  sector  has  shown  a  willingness  and  an  ability  to  meet  the  needs,  the 
necessity  and  demand  for  officially  supported  trade  finance  is  increasingly 
dictated  by  the  terms  and  conditions  offered  by  our  foreign  export  credit  agency 
counterparts  -  terms  and  conditions  which  private  sector  sources  are  usually 
unable  to  match.  While  the  United  States  government  continues  to  advance  the 
principle  of  market-based  export  finance  within  the  international  negotiating 
arena,  the  need  for  competitive  United  States  government  trade  finance  will  also 
continue  until  these  goals  are  attained. 

Within  this  highly  competitive  international  framework,  our  trade  finance 
strategy  has  called  for  a  concerted  effort  to  maintain  a  level  playing  field  for  U.S. 
exporters,  especially  in  the  high  growth  LDC  markets.  This  strategy  has  focused 
on  the  following: 
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•  Further  reducint;  the  use  ot  trnJe-distortin^;  tied  aid,  through  a^Kf^'ssive 
implementation  of  OECD  rules  and  the  availahility  of  the  Ex-lm  Bank's 
Tied  Aid  Capital  Projects  Fund,  particularly  in  Asia  where  its  use  has  been 
most  prolific; 

•  Ensuring  U.S.  companies  benefit  from  project  opp<irtunities  utili:inR  untied 
aid,  especially  in  Asia,  by  improving  transparency  of  this  aid  and  by  expanding 
the  early  warning  system  for  U.S.  firms; 

•  Strengthening  coordinated  efforts  between  Ex-Im  Bank  and  Overseas  Private 
Investment  Corporation  (OPIC)  in  the  burgeoning  project  finance  area; 

•  Increasing  coordination  among  TDA,  OPIC  and  Ex-Im  Bank  in  the  feasibility 
study  funding  arena  where  our  foreign  counterparts  are  locking  in  complete 
projects  at  the  project  design  and  development  stage; 

•  Improving  the  Multilateral  Development  Bank  (MDB)-U.S.  exporter 
outreach  and  notification  system  so  that  U.S.  firms  are  immediately  aware 
when  export  opf)ortunities  are  about  to  enter  the  "pipeline";  and 

•  Improving  the  financing  options  available  to  U.S.  agricultural  exporters. 

Tied  Aid 

Tied  aid  is  govemment-to-govemment  concessional  financing  for  public  sector 
capital  projects  in  developing  countries  that  is  conditioned  on  the  purchase  of 
equipment  from  donor  country  firms.  Tied  aid  began  to  be  a  serious  trade 
distortion  problem  for  U.S.  exporters  in  the  early  1980's  when  foreign 
governments  increasingly  targeted  concessional  aid  funds  to  finance  capital 
goods  exports. 

Over  time,  U.S.  exporters  with  price,  quality  and  service  advantages  increasingly 
began  to  lose  export  contracts  in  key  developing  country  markets  to  foreign  firms 
that  offered  concessional  financing.  Bolstered  by  the  U.S.  government's 
aggressive  implementation  of  the  Organization  for  Economic  Cooperation  and 
Development  (OECD)  tied  aid  rules  and  disciplines  established  in  1992,  U.S. 
exporters  have  benefitted  from  the  Trade  Promotion  Coordinating  Committee 
(TPCC)  agencies'  efforts  to  limit  the  impact  of  trade  distorting  tied  aid  cases. 

Reducing  tied  aid  trade  distortions  has  been  a  key  priority  of  the  TPCC  as  we 
have  made  a  major  push  over  the  last  few  years  to  improve  U.S.  exporters' 
competitiveness  for  projects  in  key  developing  countries. 
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We  previously  reported  that  in  1993-1994  (the 
OECD  tied  aid  rules),  the  average  annual  level 
most  likely  to  distort  trade  fell  to  less  than  half 


Creating  Jobs  Through  Exports 


Financing  from  the  Export-Import  Bank  of  the  United  States  helps 
to  create  and  maintain  hundreds  of  thousands  of  high  value, 
high  paying  jobs  in  the  U.S.  Over  the  past  five  years,  more  than 
6,000  companies  in  2,041  cities  in  all  50  states  have  benefitted 
from  Bank  financing. 

For  example,  Ex-lm  Bank's  $386  million  financing  package  for  ABB 
Combustion  Engineering  Systems,  Inc.,  (ABB  C-E  Systems),  helped 
the  company  to  win  a  contract  to  supply  equipment  and  services 
to  the  F^iton  Power  Station  in  Indonesia.  The  package  for  the 
Windsor,  Connecticut  company  covers  procurement  of  boilers 
from  ABB  C-E  Systems,  and  the  balance  of  plant  and  engineering 
services  from  both  ABB  C-E  Systems  and  Black  &  Veatch  Construc- 
tion, Inc.,  of  Kansas  City,  Missouri,  as  well  as  from  other  suppliers. 

The  power  station  is  expected  to  support  thousands  of  high-quality 
jobs  around  the  country. 


first  two  complete  years  of  the 
of  tied  aid  credit  notifications 
the  level  of  previous  years.  In 
1995,  these  trends 
continued  and  these  tied 
aid  levels  declined  by  24 
percent  compared  to 
1994,  to  less  than  $4 
billion  -  the  lowest  level 
since  tied  aid  data  began 
being  collected  in  the 
early  1980s.  In  other 
words,  as  a  result  of 
implementing  the  new 
rules,  potentially  trade 
distorting  tied  aid  use  has 
declined  by  about  $6 
billion  annually  and  the 
tied  aid  that  remains 
continues  to  be  channeled 
increasingly  to  bona  fide 
aid  projects  in  social 
sectors  and  rural  areas, 
rather  than  to 
commercially  viable 
capital  projects. 


Between  1993-95  alone, 
these  tied  aid  offers  were  lower  on  a  cumulative  basis  by  approximately  $17 
billion  compared  to  levels  that  prevailed  in  years  prior  to  the  1992  OECD  tied 
aid  rules.  U.S.  exporters  now  compete  for  most  energy,  manufacturing,  and 
telecommunications  projects  without  facing  tied  aid  financing.  Because  OECD 
project  disciplines  have  been  progressively  reinforced  since  their  introduction  in 
1992,  these  sectors'  share  of  the  smaller  foreign  tied  aid  pie  has  declined.  TTie 
remaining  foreign  tied  aid  in  these  sectors  is  generally  offered  for  less 
commercial,  smaller,  or  more  marginal  projects. 

TTiis  progress,  in  large  measure,  has  been  achieved  through  a  three-pronged 
strategy  of  1 )  aggressive  implementation  of  the  OECD  tied  aid  rules;  2)  the  use, 
or  threat  of  using,  Ex-lm  Bank's  Tied  Aid  Capital  Projects  Fund;  and,  3)  seeking 
separate  OECD  agreements  to  ban  tied  aid  in  the  newly  emerging  markets 
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of  Central  and  Eastern  Europe  and  much  of  the  Former  Soviet  Union,  ,ind  to 
eliminate  trade  distorting  tied  aid  for  projects  ot  interest  to  U.S.  exporters 
by  establishing  "common  lines"  with  other  exp<.)rt  credit  agencies  on  a  case-hy- 
case  basis. 

Enforcing  OECD  Tied  Aid  Rules 

As  a  result  of  the  tied  aid  rules  which  require  that  higher  income  developing 
countries  be  "tied  aid  free,"  U.S.  exporters  can  now  confidentially  pursue  capital 
project  opportunities  in  a  number  of  markets  that  have  in  fact  become  "tied  aid 
free"  during  1992-1995  under  the  OECD  rules  negotiated  by  the  U.S. 
government.  These  markets  include,  among  others;  Argentina,  Brazil,  South 
Korea,  Mexico,  Poland,  Russia,  and  South  Africa.  Moreover,  foreign  tied  aid 
offers  have  dropped  off  sharply  in  many  important  markets  that  are  still  eligible 
for  tied  aid,  especially  key  Asian  markets  such  as  India,  Malaysia  and  Tliailand. 
The  rules  also  prohibit  tied  aid  for  commercial  projects  capable  of  supporting  Ex- 
Im  Bank  type  financing.  The  U.S.,  led  by  the  Treasury  Department,  has  been 
highly  successful  in  enforcing  these  rules.  In  fact,  on  numerous  occasions,  merely 
a  U.S.  challenge  of  a  tied  aid  notification  in  the  OECD  has  resulted  in  the 
withdrawal  of  the  foreign  notification. 

Today,  U.S.  exporters  most  often  confront  foreign  tied  aid  offers  -  and  seek  U.S. 
matching  offers  -  in  two  markets,  China  and  Indonesia,  which  together  account 
for  half  of  the  remaining  foreign  tied  aid  pie.  China  and  Indonesia  solicit 
concessional  financing  and  are  partially  accommodated  by  foreign  governments. 
However,  even  in  China  and  Indonesia,  foreign  tied  aid  use  has  significantly 
declined  within  the  last  five  years. 

Progress  Report  on  Ex-lm  Bank's  Tied  Aid  Capital  Projects  Fund 

To  complement  the  OECD  tied  aid  rules  in  situations  where  U.S.  exporters  still 
confront  specific  foreign  tied  aid  offers,  Ex-Im  Bank,  in  consultation  with 
Treasury,  uses  its  Tied  Aid  Capital  Projects  Fund  (formerly  the  "War  Chest") 
selectively  to  counter  actual  or  strongly  discourage  potential  foreign  tied  aid 
credit  offers  permitted  under  the  OECD  rules  where  such  offers  would 
disadvantage  U.S.  exporters.  If  tied  aid  offers  are  not  withdrawn,  the  Fund  is 
available  to  offer  matching  financing.  TTie  objective  is  to  reopen  specific  contract 
competitions  that  would  otherwise  be  effectively  closed  to  U.S.  exporters  due  to 
foreign  tied  aid  offers  -  preferably  on  commercial  terms,  but  if  necessary,  on 
concessional  terms. 

Since  we  launched  the  Tied  Aid  Capital  Projects  Fund,  Ex-Im  Bank  has  made  40 
offers  to  match  the  use  of  trade  distorting  tied  aid  since  1993,  totaling  over  $2.5 
billion.  Most  of  these  offers  are  still  outstanding  because  competitions  are  not  yet 


66 


95 


A  Strategic  Response 


Ex-lm  Bank  Helps  U.S.  Firms  Meet  Foreign  Competition 


The  Export-Import  Bank's  $222.4  million  dollar  tied  aid  Capital 
Projects  Fund  helps  American  exporters  compete  in  fast-growing 
emerging  markets.  Ex-lm  Bank  selectively  uses  its  tied  aid  fund  to 
counter  the  trade  distorting  tied  aid  financing  offered  by  governments 
of  foreign  industrial  nations  that  meet  the  OECD  rules,  but  would  give 
their  exporters  an  advantage  in  competing  for  important  contracts  in 
developing  markets. 

Over  the  past  two  years,  Ex-lm  Bank's  tied  aid  policy  has  offered 
matching  financing  for  U.S.  exporters,  small  and  large,  involving  more 
than  $2  billion  of  foreign  orders.  At  the  same  time,  it  has  been 
effective  in  discouraging  the  use  of  tied  aid  where  export  competition 
exists.  Ex-lm  Bank  has  offered  to  match  foreign  tied  aid  in  40  cases. 
In  the  vast  majority  of  them,  U.S.  matching  offers  reopened  closed  bid 
opportunities  for  U.S.  companies,  allowing  them  to  compete  for 
contracts  on  an  equal  footing. 

Motorola,  for  example,  was  able  to  compete  for  a  contract  to  supply 
radio  communications  equipment  to  Indonesia  in  the  face  of 
goverment-backed  foreign  competition,  thanks  to  Ex-lm  Bank's 
agressive  tied  aid  strategy.  The  Bank's  authorization  of  a  $43.9  million 
tied  aid  loan,  once  finalized,  will  enable  Motorola,  of  Shaumburg, 
Illinois,  to  export  radio  equipment  from  manufacturing  facilities  in 
Florida  and  Illinois  for  Indonesia's  forestry  communications  system,  part 
of  an  environmental  protection  program  for  its  vast  frain  forest. 
Motorola  competed  against  a  European  company  which  had  the 
backing  of  a  tied  aid  grant  from  its  government. 

In  another  example,  Ex-lm  Bank  provided  three  tied  aid  loans  that 
allowed  a  small  Maryland  company  to  export  $8.4  million  of  medical 
equipment  to  the  People's  Republic  of  China  in  the  face  of  aid 
financing  offered  by  a  foreign  government. 


U.S.  exporters  compete  for  the  contract.  We  now 
fair  share  of  these  pending  overseas  contracts. 


complete.  However,  ten 
have  resulted  in  contract 
awards  for  U.S.  exporters, 
in  five  cases,  foreign  tied  aid 
offers  were  withdrawn  and 
competition  continued  on 
standard  export  credit 
terms.  To  the  extent  that 
the  U.S.  government 
strategy  for  dealing  with 
trade  distorting  tied  aid 
continues  to  be  successful, 
the  need  to  expend  actual 
resources  for  this  purpose 
will  also  decline. 

Finally,  Ex-lm  Bank,  in 
consultation  with  Treasury, 
'  uses  the  Fund  to  police 
adherence  to  the  OECD 
rules.  On  several  occasions 
in  the  past  year,  the  two 
agencies  collaborated  to 
1 )  have  a  tied  aid  offer 
withdrawn  that  violated  the 
OECDnjles;2) 
"overmatch"  a  foreign  tied 
aid  offer  that  represented  an 
abuse  of  the  rules;  and  3) 
successfully  challenge  an 
untied  aid  notification  that 
was  more  properly  classified 
as  tied  aid,  which  has 

I     allowed  Ex-lm  Bank  to  use 
its  Fund  to  aggressively  help 

expect  U.S.  exports  to  win  their 


Special  Agreements  to  Prohibit  the  Future  use  of  Tied  Aid 

Finally,  separate  negotiated  agreements  in  the  OECD  to  avoid  all  tied  aid  in 
Central  and  Eastern  Europe  and  much  of  the  Former  Soviet  Union  are  being  used 
successfully  to  protect  the  competitive  positions  of  U.S.  exporters  in  these  future 
growth  markets.  Ex-lm  Bank  also  uses  "common  lines"  in  the  OECD  to  ban  tied 
aid  tor  projects  on  a  casc-by-case  basis  when  U.S.  exporters  confront  allegations 
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of  impending  foreign  tied  aid  offers  that  are  likely  to  be  permitted  under  the  tied 
aid  rules.  Since  1993,  we  have  succeeded  in  banning  tied  aid  from  additional 
projects  in  which  U.S.  exporters  were  involved. 

Recommendation: 

•    The  TPCC  agencies  will  further  reduce  the  use  of  trade  distorting  Tied 
Aid  through  vigilance  in  the  implementation  of  OECD  rules. 

Trade  distorting  tied  aid  remains  a  serious  problem,  but  the  threat  to  U.S. 
exporters  is  now  isolated  to  individual  export  competitions  in  a  few  sectors  and 
markets.  Tied  aid  is  no  longer  the  general  threat  it  was  prior  to  the 
implementation  of  the  OECD  rules  and  the  enhancement  of  Ex-Im  Bank's  Tied 
Aid  Capital  Fund.  However,  we  need  to  keep  focusing  priority  attention  on  tied 
aid  to  preserve  and  enhance  these  gains.  Continued  strict  implementation  of  the 
OECD  rules  -  supported  by  Ex-Im  Bank's  matching  tied  aid  resources  -  will  be 
required. 

Untied  Aid 

Untied  aid,  which  differs  from  tied  aid  in  that  it  is  not  contingent  upon  the 
purchase  of  goods  and  services  from  the  donor  country,  ideally  can  benefit  firms 
of  any  nationality  and  represents  a  potential  source  of  finance  for  U.S.  exporters. 
In  1995,  untied  aid  notificatiorw  from  donor  countries  totaled  $16.4  billion. 
These  Official  Development  Assistance  (ODA)  funds  are  provided  on  highly 
concessioiud  terms  often  for  large  infrastructure  projects  in  sectors  where  U.S. 
firms  are  strong  competitors,  such  as  communications,  power  generation,  and 
transportation. 

We  believe  the  key  to  success  for  U.S.  firms  interested  in  participating  in  untied 
aid  projects  is  easy  and  timely  access  to  the  information  necessary  for  them  to 
prepare  complete  and  competitive  bids  for  these  projects.  To  improve  U.S. 
exporters'  access  to  untied  aid  financing,  the  TPCC  agencies  launched  a  pilot 
initiative  in  May  1995,  concentrating  on  providing  U.S.  firms  with  as  much 
information  as  possible  as  early  as  possible  on  Japanese-financed  untied  aid 
projects  in  China,  India,  and  Indonesia.  This  initiative  focuses  mainly  on 
projects  fimded  by  Japan's  Overseas  Economic  Cooperation  Fund  (OECF)  and 
the  Export-Import  Bank  of  Japan  (JEXIM).  China,  India,  and  Indonesia  were 
selected  as  the  three  pilot  nations  because  they  are  major  beneficiaries  of  OECF 
loans  and  JEXIM  fituncing.  Led  by  Commerce,  agencies  supporting  this 
iiutiative  include  the  Export-Import  Bank,  State,  Treasury,  and  USAID. 

Information  received  from  posts  in  the  pilot  countries  and  Japan  is  d-:jeminated 
by  Commerce  in  a  timely  manner  through  various  means  including  the  National 
Trade  Data  Bank  (NTDB),  Economic  Bulletin  Board  (EBB),  and  ITAs  home 
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page  on  the  internet  (see  page  54)  to  U.S.  hrms  to  facilitate  their  particip;ttion  in 
Japanese  untied  aid  and  credits  project.s.  Commerce  is  also  posting  on  the  NTDB, 
EBB,  and  internet  information  on  untied  financing  from  other  sources,  including 
an  OECD  reporting  system,  related  cables  from  countries  not  covered  under  this 
initiative  and  press  statements.  Our  objective  is  not  to  give  U.S.  exporters  special 
access  to  untied  aid  funding,  but  to  ensure  that  they  and  other  exporters  from  non- 
donor  countries  are  not  disadvantaged  by  de  facto  tieing  that  benefits  suppliers 
from  donor  countries  who  might  be  "in  the  know."  Since  its  debut  m  late  FV  1995, 
the  various  pages  comprising  the  web  site  have  been  accessed  more  than  4,200 
times  and  recent  data  show  that  the  web  site  is  being  accessed  with  increasing 
frequency.  In  addition  to  disseminating  information  through  electronic  media. 
Commerce  has  worked  actively  with  large  and  small  companies  on  an  individual 
basis  in  providing  information  on  untied  aid  financing. 

This  initiative  is  off  to  an  encouraging  start.  Examples  of  information  reported  by 
posts  include: 

•  lists  of  Japanese  untied  aid  projects,  often  in  the  early  stages,  in  the  pilot 
countries,  including  forty  projects  in  China,  over  thirty  projects  in  India,  and 
nineteen  projects  in  Indonesia; 

•  contact  points  in  the  pilot  countries  for  many  of  these  projects; 

•  aggressive  advocacy  for  U.S.  firms  bidding  on  projects  with  Japanese  untied  aid 
financing;  and 

•  recommendations  on  how  to  access  information  on  projects  financed  with 
Japanese  untied  aid  in  Japan  and  recipient  countries. 

To  date.  Commerce  has  posted  over  200  projects  and  other  notices  worth  a  total  of 
some  $15  billion.  The  three  pilot  countries  of  China,  India,  and  Indonesia 
accounted  for  more  than  half  of  the  projects  posted  on  the  information 
dissemination  system. 

U.S.  companies  have  indicated  they  use  the  information  produced  by  this  initiative 
to  track  project  leads,  and  various  infrastructure-oriented  trade  associations  are 
making  this  information  available  to  their  members.  In  addition,  it  has  been 
referenced  in  several  export-oriented  publications.  As  we  increase  our 
dissemination  efforts  this  initiative  will  enable  U.S.  firms  to  bid  more  effectively  on 
projects  with  Japanese  untied  financing  and  to  win  more  of  this  business. 
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Recommendations : 

*  We  will  expand  our  information  prot;ram  to  cover  more  untied  aid 
recipients. 

As  the  projects  identified  to  date  move  through  the  pipeline  to  the  bidding  stage, 
we  will  he  alert  to  opportunities  for  U.S.  bidders. 

*  We  will  strengthen  our  outreach  efforts  to  enable  more  U.S.  companies 
to  benefit  from  untied  aid  resources. 

We  will  also  work  with  our  exporters  iind  untied  aid  donors  to  further  improve 
the  quality  and  timeliness  of  information  about  ptojects  expected  to  receive 
untied  aid.  Finally,  we  will  continue  to  help  U.S.  companies  on  a  case-by-case 
basis,  as  necessary,  to  receive  equitable  treatment  in  untied  aid  procurement 
competitions. 

*  Over  the  next  year,  we  will  work  to  get  an  agreement  in  the  OECD  to  make 
the  untied  aid  notification  system  permanent. 

Last  year,  the  U.S.  Agency  for  International  Development  (USAID)  secured 
agreement  in  the  OECD's  Development  Assistance  Committee  (DAC)  to  have 
untied  aid  notified  when  loans  were  signed  and  before  bidding  began.  This 
information  was  to  be  provided  for  dissemination  to  exporters  on  a  trial  basis 
for  one  year  beginning  July  15,  1995. 

At  the  April  1996  DAC  meeting,  USAlD's  intervention  persuaded  Japan  and 
other  members  to  extend  the  untied  aid  notification  system  through  December 
19%.  We  welcome  the  continued  cooperation  of  the  DAC  members  to  ensure 
that  the  bidding  process  for  untied  loans  is  competitive  and  transparent  and  the 
information  is  available  as  early 
as  possible. 

in  the  meantime,  project  notification  information  is  being  disseminated  to  U.S. 
exporters  through  the  same  electronic  channels  as  information  gathered  through 
the  pilot  program  operated  by  Commerce. 

Project  Finance 

Liberalizarion  of  trade  and  investment  in  developing  markets  and  the  drive  to 
modernize  have  boosted  the  number  of  infrastructure  projects  under 
construction  or  consideration.  According  to  the  Wot  Id  Bank,  developing 
countries  now  spend  around  $200  billion  a  year  on  new  infrastructure 
investment  -  a  fifth  of  their  total  investment.  The  high  cost  of  infrastructure 
development,  historically  small  tax  bases,  and  shallow  indigenous  capital  markets 
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"American  companies  are  on  the  cutting- 
edge  of  emerging  market  investment, 
bringing  high-tech  services  and 
environmental  expertise  to  the  world's 
communities.  Through  individually 
structured  finance  and  insurance 
packages  OPIC  offers  U.S.  companies 
the  competitive  advantage  needed  to 
compete  effectively  in  the  new  world 
economy.  OPIC  and  the  Clinton 
Administration  are  committed  to  promoting 
long-term  private  investments  in  areas 
important  to  our  foreign  policy  that  generate 
U.S.  exports  and  create  American  jobs." 


-  which  hmit  the  ;ihihty  of  developinn 
countries  to  raise  tunds  domestically  - 
and  a  leveling  in  external  official  financial 
flows  to  these  markets  are  now 
accelerating  a  shift  from  public  to  private 
financing.  As  a  result,  in  the  highly 
specialized  area  of  project  finance  where 
investor  risks  are  rewarded  with  relatively 
higher  returns,  private  flows  now  account 
for  almost  three-quarters  of  all  net  capital 
flows  to  developing  countries  while  official 
flows  have  steadily  decreased  as  a  percent 
of  the  aggregate  net  capital  flows  to  these 
markets. 


-  Ruth  Harkin,  C/iairman  and  CEO, 
Overseas  Private  Investment  Corporation 


Foreign  Competition.  Major  OECD 
countries  have  continued  their  drive  to 
provide  maximum  support  to  their 
exporters  with  a  growing  emphasis  on 
project  finance  structures,  projects  whose 
financing  is  solely  dependent  upon  the 
contracts,  assets,  and  cash  flow  of  the 
project  itself  instead  of  a  sovereign 
government  or  local  banking  institution  guarantee.  Japan  Eximbank,  ECGD  of 
the  U.K.,  COFACE  of  France,  SACE  of  Spain  and  HERMES  of  Germany  are  just 
a  few  of  the  government  sponsored  export  credit  agencies  that  have  formed 
separate  project  finance  units  to  provide  focused  service  on  project  finance 
applications. 

Project  sponsors  are  increasingly  requesting  equipment  suppliers  to  provide 
detailed  and  comprehensive  project  financing  proposals  from  their  export  credit 
agencies  in  combination  with  their  equipment  bid  for  a  given  project.  Germany 
and  Japan  are  particularly  effective  in  supporting  their  suppliers  at  the  early  stage 
of  these  transactions.  Even  in  typical  situations  where  detailed  financing  security 
structure  information  is  not  available  at  this  bidding  stage,  the  ability  of  suppliers 
and  their  export  credit  agency  to  create  the  perception  of  maximum  financing 
support  and  flexibility  has  proven  to  be  a  deciding  factor  in  the  reward  of 
equipment  supply  sourcing. 

Interagency  Cooperation:  Ex-Im  Bank,  OPIC  and  TDA.  In  response  to  these 
new  export  opportunities  for  infrastructure  projects  and  other  large  projects  in 
emerging  market  countries  and  stiffened  official  foreign  competition,  Ex-lm 
Bank,  OPIC  and  TDA  work  closely  together  to  move  a  project  from  the  planning 
stages  to  final  approval  for  financing.  Cooperating  through  the  TPCC  and 
working  together  on  specific  projects,  these  agencies  have  seen  increased  demand 


71 


100 


The  National  Export  Strategy 


OP/C  Finance  Committed 

and  /murance  Issued  have 

bodi  grown  dramaacally 

over  the  yean 


for  their  project  finance  support  and  have  together  further  supported  the 
realization  of  bilhons  of  dollars  in  U.S.  direct  investment  and  exports  that 
otherwise  would  not  have  taken  place. 


OPIC  Support 


SOUKB  Ovtnaa  Ptivalt  Investment  Corporation  (OFIO 


Both  Ex-lm  Bank  and  OPIC  project  finance  activities  have  been  enotmously 
successful  in  meeting  this  critical  demand  for  capital  by  American  companies,  as 
does  OPlC's  insurance  support  for  U.S.  private  sector  bank  loans  to  U.S. 
sponsored  investment  projects.  U.S.  suppliers  are  able  to  get  into  these  new 
markets  early,  establish  their  products'  competitiveness,  and  develop  business 
relationships,  all  with  confidence  that  Ex-Im  Bank  and  OPlC's  ptoject  financing 
for  investment  projects  will  likely  be  available. 

The  flow  of  new  applications  for  project  finance  at  Ex-lm  Bank  and  OPIC  has 
increased  significantly.  Following  its  initial  successful  first  year  of  operation 
where  $2.1  billion  of  support  for  eight  projects  was  provided  in  FY  1995,  over  20 
project  finance  applications  totaling  over  $6  billion  of  potential  Ex-lm  Bank 
financing  totaling  over  $21  billion  in  project  costs  are  currently  in  various  stages 
of  review.  In  1995',  the  level  of  OPIC  project  finance  ptovided  was  $1.8  billion, 
a  four-fold  increase  over  1993  when  only  $415  million  was  financed.  Likewise, 
insurance  issuance  more  than  tripled  since  1993,  from  $2.8  billion  to  $8.6  billion 
in  1995.  Contributing  to  this  rise  in  OPIC  participation  in  project  finance  was 
the  1994  increase  in  its  limits  per  project  from  $50  million  in  the  case  of  finance 
and  $100  million  in  the  case  of  insurance  to  $200  million  fot  each.  Applications 


'  Only  a  pankxiafOPIC  insurance  is  aaociaccd  with  project  finance  aaiuaciions. 
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for  both  agencies  involve  power  generation,  petrochemical,  mining  and 
manufacturing  sectors,  similarly  active  areas  as  in  FY  1995.  In  addition,  the 
changing  telecommunication  industries  in  many  emerging  markets  have  resulted 
in  project  finance  applications  in  this  growth  industry  sector. 

Ex-lm  Bank  and  OPIC  have  been  particularly  effective  at  providing  financing 
support  for  U.S.  power  generation  suppliers  to  private  power  project  financing 
transactions.  Ex-lm  Bank's  and  OPlC's  support  in  this  sector  have  provided 
several  emerging  markets  with  their  initial  project  successes  for  private  power. 
Since  the  inception  of  the  Project  Finance  Division  in  1994,  this  support 
worldwide  has  totaled  $2.3  billion  of  Ex-lm  Bank  financing  exposure  for  nine 
private  power  projects  totaling  $8.3  billion  of  total  project  cost  and  a  total 
generation  capacity  of  6,300  megawatts.  Likewise  in  FY  1995  OPIC  provided 
project  finance  or  insurance  support  to  ten  power  generation  projects  around 
the  world. 

Support  of  Smaller  Projects.  TTie  complex  allocation  of  risks  and  responsibilities 
and  lengthy  implementation  schedules  of  big-ticket  infrastructure  projects  are 
now  generating  new  interest  in  smaller  size,  privately  financed  non-recourse  or 
limited  recourse  projects  that  rely  on  private  capital  and  target  economic  growth 
in  developing  countries  at  the  grass-roots  level.  Tliis  interest  is  being  fed  by  the 
apparent  enhanced  acceptance  by  capital  markets  of  lower  credit  quality  in 
return  for  higher  securities  yields.  Financing  small-scale  projects  is,  however,  an 
arduous  task  without  financial  packages  that  entail  credit  enhancements  from 
export  credit  agencies  and  multilateral  banks  and  creatively  structured  financial 
packages.  The  TPCC  Finance  Subgroup  is  sponsoring  a  series  of  private/public 
workshops  to  exfllore  new  ways  in  which  Federal  agencies  can  use  their 
combined  resources  to  serve  U.S.  private  sector  sponsors  of  small-scale 
infrastructure  projects  to  better  compete  in  global  markets. 

Agricultural  Export  Credit  Support 

Tlie  Commodity  Credit  Corporation  (CCC),  U.S.  Department  of  Agriculture, 
administers  export  credit  guarantee  programs  to  facilitate  commercial  financing 
for  exports  of  U.S.  agricultural  commodities  and  products.  The  purpose  of  these 
programs  include  increasing  U.S.  agricultural  exports  and  meeting  foreign 
competition. 

A  new  credit  program,  the  Supplier  Credit  Guarantee  Program  (SCGP),  will 
become  operational  in  September  1996.  Under  the  SCGP,  the  CCC  guarantees 
a  portion  (currently  50  percent)  of  payment  due  to  importers  for  the  purchase  of 
U.S.  agricultural  commodities  and  products.  TTiese  direct  credits  must  be  secured 
by  promissory  notes  signed  by  the  importer. 
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Two  programs  guarantee  payments  due  trom  ti>rei);n  Kinks  on  hnancing 
associated  with  irrevocable,  dollar-denominated  letters  of  credit  issued  by  those 
banks  to  pay  for  U.S.  agricultural  gtxxis.  The  Export  Credit  Guarantee  Program 
(GSM-102)  covers  credit  terms  up  to  three  years.  Tlie  Intermediate  Export 
Credit  Guarantee  Program  (GSM- 103)  covers  longer  credit  terms  up  to 
ten  years. 

These  are  commercial  programs  that  encourage  foreign  buyers  to  purchase 
U.S.  agricultural  commodities  from  U.S.  exporters.  Because  of  CCC's  payment 
guarantee,  U.S.  financial  institutions  will  extend  credit  to  permit  payment  over 
time.  The  buyer  must  arrange  for  payment  through  a  foreign  bank  approved  by 
CCC.  Thus  CCC  does  not  provide  financing,  but  guarantees  payment  due  from 
the  foreign  banks.  CCC's  guarantee  is  typically  for  98  percent  of  principal  and 
a  percentage  of  interest,  based  on  the  average  investment  rate  of  the  52-week 
U.S.  Treasury  bill.  Under  GSM-102  and  GSM- 103,  CCC  guaranties  only  foreign 
bank  risk,  and  does  not  guarantee  importer  risk. 

In  1996,  USDA  plans  to  propose  regulations  for  a  new  program,  the  Facility 
Guarantee  Program  (FGP)  to  provide  credit  guarantees  to  facilitate  the 
financing  of  U.S.  capital  goods  and  the  provision  of  services  for  the  improvement 
or  establishment  of  agricultural  related  facilities  in  emerging  markets.  The  FGP 
is  designed  to  enhance  the  sale  of  U.S.  agricultural  Commodities  to  emerging 
markets  where  the  demand  for  U.S.  agricultural  products  may  be  constricted  due 
to  lack  of  storage,  processing,  or  handling  facilities  for  agricultural  products. 

Multilateral  Development  Banks 

MDBS  and  U.S.  Long-Term  Economic  Interests 

The  Multilateral  Development  Banks  (MDBs)  make  an  important  difference  for 
the  United  States.  U.S.  participation  in  each  of  the  five  MDBs  -  the  World 
Bank,  Inter-American  Development  Bank,  Asian  Development  Bank,  European 
Bank  for  Reconstruction  and  Development,  and  African  Development  Bank  - 
deepens  and  extends  our  engagement  in  the  global  economy,  and  opens  and 
strengthens  developing  markets  that  hold  enormous  prospects  for  our  future 
economic  and  export  growth.  MDB  lending,  which  totaled  approximately  $40 
billion  in  1995,  supports  policy  reforms  which  help  to  create  an  enabling 
environment  for  U.S.  exports  and  for  the  programs  of  other  U.S.  export 
financing  agencies.  Specific  MDB  projects  are  an  important  source  of  trade 
and  project  finance  for  U.S.  companies.  Multilateral  Development  Banks 
provide  funding  that  can  help 

U.S.  firms  gain  footholds  in  new  markets  overseas.  In  addition,  U.S.  companies 
are  accessing  MDB  debt,  equity  and  guarantee  financing  for  their  private 
sector  projects. 
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Parallel  Financing  to  Support  Exports 


U.S.  government  financing  agencies  and  the  MDBs 
can  provide  parallel  financing  for  U.S.  sponsored 
projects.  In  the  Philippines,  California  Energy 
Company  and  Peter  Kiewit  co-sponsored  the  $320 
million  Mahanagdong  Ceothermal  Power  Station 
project.  Ex-lm  Bank  provided  a  $200  million  direct 
loan  for  the  U.S.  exports  and  OPIC  provided  $40 
million  in  finance  and  $50  million  in  insurance 
coverage,  and  a  $100  million  World  Bank  Loan 
financed  the  related  transmission  lines.  Private 
financing  was  also  involved  in  this  integrated  package. 


The  U.S.  Government's  Role 

Tlie  Federnl  {jovernment  pLiys  n  critical 
role  in  supporting  U.S.  commercial 
activity  through  its  active  participation 
in  the  MDBs.  Our  role  is  five-fold: 

•  To  honor  financial  commitments  to 
the  MDBs  and  thereby  preserve  our 
leadership  role  in  the  multilateral 
system; 

•  To  encourage,  through  the  MDBs, 
policy  and  structural  reforms  in 
developing  countries  which  help  to 

^^^^^^^^^^^^^^^^^^^^^^^     create  a  more  fertile  environment  for 
^^^^^^^^^^^^^^^^^^^^^*     U.S.  commercial  activity; 

•  To  create  a  level  playing  field  for  U.S.  companies  to  access  MDB 
business  opportunities; 

•  To  provide  information  and  guidance  to  U.S.  companies  on  accessing 
MDB  projects  and  financing  programs;  and 

•  To  advocate  on  behalf  of  U.S.  companies  involved  in  specific  MDB 
transactions. 

In  1996,  the  Treasury  Department,  the  U.S.  Executive  Directors  and  the 
Commerce  Commercial  Liaisons  at  each  MDB,  and  the  Commerce  headquarters 
staff  continued  an  aggressive  program  to  encourage  more  U.S.  companies  to  look 
at  the  MDBs  as  a  source  of  business  in  developing  markets.  Commerce's  MDB 
Counseling  Center  provides  specialists  and  resources  that  U.S.  companies  can 
call  upon  for  timely  information  on  the  MDBs. 

The  United  States  government  financing  agencies  also  participate  in  supporting 
U.S.  company  interest  in  the  MDB.  TDA,  Ex-Im  Bank  and  OPIC  have  worked  to 
coordinate  their  efforts  with  the  MDBs.  TDA  has  provided  funding  directly  to 
some  of  the  MDBs  to  hire  U.S.  consultants  to  carry  out  feasibility  studies  that  will 
lead  directly  to  MDB-financed  projects.  Ex-Im  Bank  and  OPIC  have  participated 
in  "cofinancing"  arrangements  with  the  MDBs  to  support  U.S.  companies  in  large 
infrastructure  projects. 

Recommendations: 

•  To  protect  U.S.  interests  in  the  MDBs  and  the  access  of  U.S.  firms  to  export 
finance  from  the  MDBs,  the  U.S.  government  must  honor  its  financial 
commitments  to  the  MDBs. 
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''The  United  States  has  a 
comprehensive  strategy  for  helping 
business  to  compete  in  foreign 
markets,  to  create  American  jobs, 
and  to  increase  our  standard  of 
living.  As  part  of  that  strategy. 
Treasury  is  working  to  promote  a 
stable,  growing,  and  open  inter- 
national economic  environment  in 
which  private  business  can  prosper." 

—  Robert  E.  Kuim,  Secretary  of  Treasury 


The  United  States  has  a  substantial  backlog  of 
outstanding  commitments  to  the  Multilateral 
Development  Banks,  amounting  to  $  1 .49  billion 
as  of  March,  1996.  It  is  a  priority  of  the  Clinton 
Administration  to  honor  these  U.S. 
commitments.  Clearing  U.S.  arrears  to  the  MDBs 
is  basic  to  the  Administration's  MDB  budget 
request  for  FY  1997  appropriations. 


In  particular,  the  U.S.  has  arrears  of  $934.5 
million  to  the  International  Development 
Association  (IDA).  The  President's  FY  1997 
budget  includes  $934.5  million  to  fully  clear 
outstanding  U.S.  commitments  to  IDA.  However, 
this  year's  budget  situation  precludes  us  from 
both  clearing  arrears  and  beginning  contributions 
to  a  new  IDA  replenishment  recently  negotiated  by  its  donors.  Thus,  there  will 
be  a  one-year  gap  in  the  provision  of  any  new  U.S.  funding  for  IDA.  Other 
donors  did  not  want  to  disrupt  IDA's  operations  by  leaving  a  one-year  gap  in 
new  funding.  Approximately  thirty-five  donors  agreed  therefore  to  establish  a 
one-year  Interim  Trust  Fund  of  approximately  $3.2  billion  for  FY  1997,  in  which 
the  U.S.  will  not  participate.  Procurement  eligibility  for  credits  financed  from 
the  one-year  Interim  Fund  is  limited  to  nationals  of  donor  countries 
contributing  to  the  Fund  and  of  those  member  countries  eligible  to  borrow  from 
IDA  or  the  IBRD.  This  will  exclude  U.S.  companies  and  those  of  other  non- 
participating  developed  countries.  The  procurement  restrictions  do  not  affect 
any  of  next  year's  IDA  projects  which  will  be  funded  by  "regular"  IDA  resources. 
Based  on  current  projectiot\s,  we  expect  U.S.  firms  will  be  eligible  to  bid  on 
procurement  contracts  for  more  than  one-half  of  the  up  to  $7  billion  in  credits 
which  IDA  expects  to  approve  in  FY  1997  and  for  approximately  $15  billion  of 
total  new  credits  during  the  two-year  lDA-1 1  period. 

•  We  will  redouble  our  aggressive  information  and  outreach  campaign  to 
ensure  that  U.S.  firms  -  particularly  small,  medium-sized  and  minority 
owned  companies  -  are  aware  of  export  and  project  finance  opportunities 
available  through  the  MDBs. 

Since  the  release  of  last  year's  TPCC  Report,  the  Administration  has  pursued  an 
aggressive  MDB  outreach  program.  The  U.S.  Executive  Directors  at  the  MDBs, 
the  Commerce  Business  Liaisons  to  the  MDBs,  Commerce's  Office  of 
Multilateral  Development  Bank  Operations  and  Treasury  have  initiated  or 
participated  in  over  1 10  domestic  business  outreach  programs  in  27  U.S.  cities. 
In  addition,  22  international  programs  in  17  countries  have  introduced  U.S. 
firms  with  overseas  operatiotw  to  MDB  opportunities.  Commerce's  MDB 
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Counseling  Center  has  assisted  approximately  1,200  visitors  and  responded  ti> 
nearly  1 ,500  inquiries  from  U.S.  firms  interested  in  MDB  business.  We  intend 
to  expand  and  improve  our  electronic  dissemination  of  MDB  information  and 
to  increase  the  number  of  outreach  events.  Priorities  include  increasing  the 
exposure  of  the  MDB  private  sector  lending  programs  to  U.S.  industry. 

•  We  will  develop  an  initiative  to  educate  and  assist  U.S.  companies  to  tap 
MDB  debt,  equity  and  guarantees  for  their  projects  in  developing 
markets. 

The  MDBs  support  private  sector-led  growth  in  developing  markets  by  making 
debt,  equity  and  guarantees  available  for  privately-sponsored  projects.  In  1995, 
some  $8  billion  was  approved  by  the  five  MDBs  to  support  private  sector 
investments  in  independent  power  plants,  mining  and  manufacturing  facilities. 
Some  U.S.  companies  remain  uncertain  of  how  to  take  advantage  of  these  MDB 
private  sector  financing  programs,  which  create  opportunities  to  access  project 
financing  and  create  opportunities  to  supply  goods  and  services  to  private 
sector  projects.  We  intend  to  intensify  our  efforts  at  getting  the  word  out  to 
potential  U.S.  project  sponsors  and  the  U.S.  commercial  banking  community 
about  MDB  private  sector  facilities. 

•  We  will  better  coordinate  our  efforts  and  leverage  our  resources  in 
support  of  U.S.  commercial  activity  with  the  MDBs. 

As  more  U.S.  companies  learn  about  the  availability  of  MDB  financing, 
insurance,  and  guarantees,  they  will  want  to  use  an  optimal  mix  of  private 
sector,  MDB  and  U.S.  government  resources.  To  effectively  assist  the  U.S. 
companies,  it  is  important  for  the  U.S.  government  to  provide  a  seamless 
network  of  support.  By  working  through  the  TPCC's  trade  finance  "pipelines" 
-  which  focus  attention  and  coordinate  interagency  efforts  on  potential  and 
pending  deals  in  rapidly  growing  markets  -  we  will  more  effectively  integrate 
MDB  opportunities  into  our  existing  network. 
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"As  Secretary  of  State,  I  have  repeatedly 
emphasized  the  top  priority  that  the 
Clinton  Administration  attaches  to 
America's  economic  security  as  a  goal 
of  our  foreign  policy.  Along  with  our 
development  assistance,  our  export 
and  investment  promotion  efforts  help 
to  strengthen  free  markets  and 
modernize  vita!  sectors  in  developing 
economies  around  the  world.  They  lift 
living  standards  and  multiply  future 
demands  for  American  goods.  And  they 
contribute  to  our  other  foreign  policy 
goals.   By  helping  to  build  prosperity, 
they  reinforce  stability  in  new 
democracies  struggling  to  overcome 
legacies  of  repression  and  conflict.'' 

—  Warren  M.  Christopher,  Secretary  of  State 


Countering  Economic  and 
Political  Pressure 

At  a  time  when  the  U.S.  economy  has  expanded, 
but  the  economies  at  other  G-7  nations  have 
remained  sluggish,  political  changes  and  economic 
liberalization  have  opened  rapidly  developing 
markets  around  the  world.  This  has  led  to  fierce 
global  competition  as  nations  compete  tor  deals  - 
particularly  infrastructure  projects  which  are 
susceptible  to  political  pressures. 

By  the  turn  of  the  century,  China  plans  to  install 
100  million  new  telephone  lines,  and  by  2006, 
South  Korea  hopes  to  double  its  power  generation 
capabilities  by  building  70  new  power  plants.  The 
industrialized  nations  recognize  that  it  is  vital  for 
their  firms  to  get  in  on  the  ground  floor  of  these  and 
other  upcoming  deals,  and  to  help  set  the  standards 
which  often  ensure  follow-on  deals,  future  profits, 
and  employment  at  home.  Our  top  competitors  for 
these  lucrative  international  contracts  are  Japan, 
Canada,  and  European  Union  countries  such  as  the 
United  Kingdom,  Germany  and  France. 


The  stakes  are  enormous.  The  World  Bank  has  estimated  that,  to  sustain  present 
levels  of  growth,  East-Asian  economies  will  need  to  invest  between 
$1.2  and  $1.5  trillion  over  the  next  decade  in  infrastructure  alone.  Latin  America 
will  need  another  $600  -  $800  billion.  India  has  announced  its  intention  to 
absorb  $10  billion  per  year  in  foreign  investment  over  the  next  five  years. 

The  United  States  strives  for  international  contracting  practices  where  decisions 
are  based  on  economic  merits  through  clear,  transparent  and  speedy  decision 
making  processes.  However,  we  also  recognize  that  the  governments  of  our 
competitors  fight  to  help  their  "home  teams"  win  these  contracts  through  various 
tactics  -  some  legitimate,  others  questionable  -  to  "tilt  the  playing  field"  to  their 
advantage.  The  most  common  of  legitimate  tactics  is  "commercial  diplomacy", 
which  simply  means  govemmcnt-to-govcrnmcnt  lobbying,  ottcn  in  the  form  ot 


78 


Advocjcy 


107 


A  iylr.UCfiic  Response 


Advocacy  Supports  U.S.  jobs 


AppliedTelecommunications,  a  smallTexas  telecommunications 
firm,  won  its  bid  to  upgrade  a  satellite  earth  station  for  data  and  TV 
transmission  and  reception  in  Uruguay  in  July,  1996  . 

Facing  stiff  comf)etition  from  a  French  firm,  AppliedTelecommunications 
requested  U.S.  Government  advocacy  supfwrt.  On  July  3,  1996, 
Secretary  Kantor  called  the  President  of  Antel,  Ricardo  Lombardo  to 
encourage  the  selection  of  a  U.S.  telecommunications  company  and 
ensure  that  U.S.  companies  get  fair  and  equal  treatment.  On  July  5, 
1 996,  Secretary  Kantor  sent  a  follow  up  letter  to  President  Lombardo  to 
reaffirm  his  support  for  U.S.  bidders.  In  addition,  the  U.S.  Embassy  in 
Montevideo  supported  U.S.  bidders  throughout  this  project,  including 
an  advocacy  letter  from  Deputy  Chief  of  Mission,  Nancy  Mason, 
supporting  U.S.  bidders  to  Lombardo.  The  project  has  an  estimated 
value  of  $2.2  million,  mostly  all  of  which  will  be  in  U.S.  exports.  The 
company  estimates  that  34  jobs  in  the  following  states  will  be  supported 
as  a  result  of  this  contract;  Texas,  Illinois,  New  York,  Arizona, 
Pennsylvania  and  Virginia. 

Aidan  Stack,  President  of  AppliedTelecommunications  stated,  "The 
support  we  have  received  from  the  U.S.  Department  of  Commerce  and 
the  U.S.  Embassy  in  Uruguay  was  instrumental  in  us  winning  this  project. 
This  is  the  largest  project  our  company  has  won  to  date  and  we  are  as 
happy  as  Michael  Johnson  was  when  he  won  the  gold  medal  in  the  400 
meters.  This  once  again  highlights  the  important  partnership  between  the 
private  and  public  sector." 


trade  missions  led  hy 
ministers  or  other  heads  of 
state.  These  missions  are 
particularly  successful  in  less 
developed  countries,  who 
welcome  thie  attention  and 
importance  that  Mmisrerial- 
level  visits  convey.    The 
following  are  examples  ot 
legitimate  toreign 
"commercial  diplomacy"  that 
provide  stiff  competition  for 
U.S.  companies. 

•  France:  Already  this  year, 
Foreign  Minister  de  Charette 
has  led  business  delegations 
to  China,  Indonesia,  and 
Malaysia,  and  President 
Chirac  has  traveled  to 
Singapore  and  Thailand. 
Paris  has  targeted  1 5 
countries  for  intensified 
export  promotion  activities. 
Many  of  these  are  in  Asia  - 
an  urgent  priority  for  the 
French  government  and 
business. 


Chretien  led  a  group  of 
businessmen,  politicians,  and  trade  officials  to  India  in  January  1996.  While 
in  India,  Canadian  businesses  signed  deals  worth  approximately  $2.5  billion. 
The  value  of  the  signings  in  India  is  particularly  impressive  considering  that 
two-way  trade  between  Canada  and  India  totalled  approximately  $550  million 
in  1994. 

United  Kingdom:  Prime  Minister  Major  recently  traveled  to  Thailand  in 
March,  and  Trade  Minister  Nelson  visited  China  with  a  team  of  corporate 
leaders  last  January.  TTie  U.K.  has  also  developed  strategic  initiatives  which 
target  geographic  areas  to  address  sectors  and  issues  which  are  felt  to  need 
specific  attention. 

Germany:  Since  November  1995,  Chancellor  Kohl  has  led  large  business 
delegations  to  China,  Vietnam  and  Singapore.  Tlie  China  trip  resulted  in  12 
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contracts  signed  worth  DM  2. 1  billion.'  Gennan  industry,  with  the  support 
of  the  government,  has  launched  initiatives  targetingjapan,  the  Middle  East, 
South  Africa,  and  Latin  America,  similar  to  its  programs  developed  for  Asia 
in  1993. 

•  New  Competitors:  The  competition  for  major  procurement  is  not  just  from 
these  major  U.S.  competitors.  A  host  of  other  countries  are  makmg  greater 
use  of  government-backed  export  promotion  campaigns  to  expand  their  sales 
in  foreign  markets.  TTie  governments  of  Italy,  Spain,  Australia,  Taiwan, 
Malaysia,  and  Mexico,  for  example,  are  using  a  variety  of  these  tactics  - 
particularly  high-level  visits  and  trade  missions  -  to  assist  their  firms  in 
overseas  markets. 

Questionable  tactics  go  beyond  lobbying  to  economic  and  political  pressure. 
The  most  frequently  used  economic  tactics  include;  offers  to  credit  loan  or  debt 
obligations;  promises  of  other  forms  of  aid  or  the  threat  of  actually  cutting 
existing  aid;  or  promises  of  certain  rights  or  privileges.  The  most  frequently  used 
political  tactics  include:  promises  of  future  market  access,  favors  in  international 
arenas,  appeals  for  regional  unity,  and  promises  of  better  bilateral  relations. 
Sometimes  these  political  pressures  can  include  the  threat  to  harm  existing 
relations.  Some  examples  of  these  types  of  pressures  are: 

•  Mauritania  was  reportedly  pressured  by  the  French  Government  to  award  an 
$18  million  satellite  earth  station  contract  to  Alcatel  rather  than  a  U.S.  firm 
as  a  reward  for  French  political  suppon.  The  U.S.  firm's  bid  was  $1  million 
lower  and  deemed  technically  superior  by  independent  consultants. 

■  Japan  made  a  strong  pitch  for  a  contract  to  build  a  high-speed  railroad 
between  Beijing  and  Shanghai,  describing  the  project  as  symbolically 
important  to  Sino-Japanese  relations. 

•  Recently  six  Taiwan  telecommunications  officials  were  convicted  of 
accepting  $37  million  in  bribes  from  Ericsson  between  1988  and  1991  in 
exchange  for  six  switching  contracts  totaling  $220  million. 

•  Linking  landing  rights  with  aircraft  sales. 

•  A  European  firm  offered  to  pay  unspecified  "commissions"  to  a  number  of 
senior  Asian  officials  of  the  Asian  organization  which  awarded  the  firm  a 
communications  services  contract  worth  nearly  $1  billion. 

The  U.S.  Response 

Prior  to  the  creation  of  the  National  Export  Strategy  and  the  TPCC  team,  the 
United  States  government  did  not  support  our  disadvantaged  U.S.  companies  on 
specific  deals  through  a  systematic  and  comprehensive  advocacy  program.  With 
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the  creation  nt  the  TPCC,  we  rc:ili:cd  that  intctnatiunal  business  lost  hy 
American  tirms  was  ttx)  imp<irtant  for  the  U.S.  government  to  ifjnore,  and  that 
iHir  non-interventionist  stnitegy  was,  in  the  words  of  the  late  Secretary  Brown, 
tantamount  to  unilateral  dis;irmament. 

Thus  the  AdvjKiicy  Netwtirk  was  created,  to  respond  to  both  the  lejiitimate  aiid 
que;>tionable  tactics  of  foreign  competition.  When  a  U.S.  busipess  rei-iuests 
advoc;K:y,  the  advocacy  network  reaches  to  the  highest  levels  within  their 
agencies  to  provide  a  quick  response  that  can  level  the  playing  field  for  U.S. 
competition. 

Our  advocacy  eff«>rts  fcKus  on  decisions  made  or  influenced  by  foreign 
governments.  They  typically  involve  infrastructure  projects  which  show 
enormous  promise  in  key  growth  sectors,  such  as:  telecommunications, 
aerosfoce,  transportation,  environmental  technologies,  energy  and  financial 
services. 


Successful  Advocacy  Projects  by  Industry 


Business  Development  Missions 

Our  advocacy  efforts  are  often  bolstered  hy  on-the-ground,  high-level,  person- 
to-person  contact  through  our  Business  Development  Missions.  Led  by  Cabinet 
or  Sub-Cabinet  officials,  the  missions  are  a  critical  part  of  our  strategy,  and 
serve  to  help  U.S.  firms  to  explore  and  enter  new  markets.  Our  Business 
Development  Missions  are  comprised  of  senior  executives  from  firms  looking  to 
do  business  in  the  country  or  region,  as  well  as  senior  officials  from  the  TPCC 
agencies  -  with  close  support  provided  by  our  posts  overseas.  The  members  of 
the  delegation  work  closely  together  on  ways  to  help  American  firms  take  better 
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Advocacy  is  "Key"  in  Helping  a 
North  Carolina  Firm  Win  in  Haiti 


In  January  of  1 996,  NORTEL  signed  a  contract  to 
expand  Haiti's  telecommunications  infrastructure.  The 
contract  completed  an  agreement  which  was  initiated 
during  the  joint  Commerce/State- led  Presidential  Business 
Development  Mission  in  March  1 995. 

Facing  stiff  competition  from  foreign  telecommunications 
firms,  NORTEL  requested  U.S.  government  Advocacy 
support.  In  March  1 995,  during  a  Presidential  Business 
Development  Mission  to  Haiti,  both  the  Commerce 
Department's  Deputy  Secretary  David  Barram  and  the 
State  Department's  Deputy  Secretary  Strobe  Talbott,  who 
led  the  mission,  advocated  on  behalf  of  NORTEL. 

NORTEL'S  Vice  President  for  Government  Relations  and 
International  Trade,  Vincent  Puritano,  said,  "The  support 
we  have  received  from  the  Department  of  Commerce, 
the  State  Department,  and  the  U.S.  Embassy  in  Haiti 
during  the  March  1 995  Presidential  Business 
Development  Mission  was  the  key  for  NORTEL  in 
winning  this  additional  contract  This  once  again 
highlights  the  important  partnership  between  the  private 
and  public  sector." 

All  of  the  equipment  will  be  manufactured  and  sourced 
out  of  NORTEL'S  Raleigh,  North  Carolina  plant  which 
employs  nearly  9,000  workers.  At  a  value  of  $14  million, 
the  contract  will  support  an  estimated  238  U.S.  jobs. 


advantage  of  business  opportunities  - 
both  short  and  long-term  -  in  the 
countries  that  we  visit.  The  ultimate 
goal  of  every  one  of  our  missions  is  to 
help  create  high-wage  jobs  for  hard- 
working people  in  the  U.S.  Some 
examples  follow: 

Focusing  on  Africa:  Last  February,  the 
White  House  transmitted  to  Congress 
the  first  of  five  annual  reports  on  a  new 
Comprehensive  Trade  and 
Development  Policy  toward  the 
Countries  Of  Africa.  The  Clinton 
Administration  is  the  first  to  develop 
such  a  policy  toward  a  region  long 
overlooked  in  U.S.  foreign  economic 
and  commercial  policy.  The  report 
stressed  that  in  the  future  African 
growth  will  depend  increasingly  on 
trade  and  foreign  investment.  The 
private  sector  will  have  a  lead  role  in 
generating  poverty-alleviatmg  growth 
and  building  prosperity,  and  the  U.S. 
government  -  through  TPCC  agencies 
like  the  U.S.  Agency  for  International 
Development  (USAID)  -  will  also  work 
closely  with  African  governments  to 
identify  and  remove  impediments  to  the 
functioning  of  free  markets.  It  is  up  to 
the  Africans  themselves  to  empower 
their  own  private  sectors  to  partner 
with  U.S.  enterprises. 


Shortly  after  the  White  House  report  was  released,  the  late  Secretary  of 
Commerce  Ron  Brown  led  an  historic  Commercial  Development  Mission  to 
Africa.  The  mission  visited  five  countries:  Cote  d'lvoire,  Ghana,  Kenya, 
Uganda,  and  Botswana.  In  each  country  major  initiatives  were  undertaken  with 
African  governments  and  private  sector  representatives  to  begin  a  lasting 
process  of  economic  and  commercial  expansion  based  on  close  cooperation  with 
American  companies. 

During  the  mission  Secretary  Brown  held  discussions  with  government  leaders 
and  private  representatives  firom  nearly  40  African  countries  and  more  than 
150  U.S.  firms.  He  announced  contracts  and  agreements  for  American 
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"The  State  Department's  and 
foreign  service  officers'  roles  are 
changing.  Back  when  international 
business  accounted  for  6  percent  of 
U.S.  business,  the  promotion  of  our 
businesses  abroad  was  not  seen  as 
a  priority.  But  today,  the  role  of 
international  trade  to  the  U.S.  is 
tremendously  important.  We  see 
other  governments  helping  their 
businesses,  and  we  aren't  going  to 
stand  by  and  not  help  ours." 


companies  tornling  nearly  $500  million,  and  he 
advix:ateJ  on  behalf  of  U.S.  firms  competiny  for 
projects  that  eventually  could  total  more  than  $  3 
billion  in  U.S.  exports. 


-   Dennis  }ett, 

U.S.  AjnbassadartoMoztBnbupte 


He  also  sifjned  a  Memorandum  of  Understanding 
between  the  Depanment  of  Commerce  and  the 
Southern  Africa  Development  Community  (SAIXI)) 
aimed  at  increasing  trade  and  investment  ties  between 
the  United  States  and  that  important  twelve-country 
regional  organization.  The  agreement  outlines  a 
framework  for  cixiperation  between  the  Commerce 
Department  and  SADC  with  respect  to  commercial 
development  in  Southern  Africa.  The  SADC 
agreement  complements  the  Initiative  for  Southern 
Africa  implemented  by  USAID,  designed  to  help 
SADC  increase  regional  trade  and  economic 
integration.  Secretary  Brown  also  opened  a  new 
Commercial  Service  office  in  the  U.S.  Embassy  in 
Accra,  Ghana,  acknowledging  the  growing  interest  of 
U.S.  business  in  Ghana  as  that  country  aggressively 
implements  economic  reforms.  Lastly,  the  Secretary  also  challenged  African 
leaders  to  recommit  their  countries  to  democracy,  free  enterprise,  transparency, 
and  lowering  of  commercial  barriers. 

After  his  mission  to  Africa  Secretary  Brown  moved  to  further  consolidate  the  U.S. 
commercial  ftartnership  with  the  region  by  establishing  a  permanent  Africa 
Working  Group  of  the  TPCC.  The  Africa  Working  Group  convenes  periodically 
to  help  formulate  and  implement  U.S.  trade  and  investment  initiatives  toward 
Africa,  to  address  specific  problems  and  impediments  to  U.S.  commercial 
expaiuion  in  the  region,  and  to  coordinate  U.S.  government  measures  to  resolve 
them.  The  Working  Group  serves  to  institutionalize  interagency  coordination  of 
U.S.  government  programs  to  support  a  stronger  commercial  relationship  with 
Africa,  and  to  ensure  that  the  programs  continue  well  into  the  future. - 

BuUdtng  Our  Initiatives  in  Asia: 

Last  June,  Secretary  Mickey  Kantor  led  a  Presidential  Trade  and  Economic  Policy 
Mission  to  South  Korea,  Indonesia  and  Thailand.  The  mission  included  a 
business  delegarion  comprised  of  eight  CEOs  and  an  official  delegation  from 
Commerce,  the  office  of  The  U.S.  Trade  Representative  (USTR),  the  Department 
of  Traiupottation,  and  the  Overseas  Private  Development  Corporation  (OPIC). 


'  IwaiiHiredeailedezpbnationuf  ourcoinineicialsnategy  lor  Africa,  seeAppendiii  1 
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The  Advocacy  Network  Helps  Small 
Company  Win  "Despite  Fierce  Competition" 


A  small  telecommunications  firm -with  fewer  than 
!00  employees  and  located  in  Pennsylvania  -  was 
facing  stiff  competition  from  Japanese  and  Australian 
firms  in  its  bid  for  a  $41  million  telecommunications 
contract  in  Indonesia.  The  firm,  InterDigital 
Communications  Corporation,  won  the  contract  in 
March,  1 996,  with  the  assistance  of  the  TPCC's  Advocacy 
Network.  Robert  Wiltshire,  Vice  President  of 
InterDigital®,  said  the  combination  of  advocacy  and  a 
finance  package  from  Ex-lm  Bank,  combined  to  help  the 
company  win  the  deal,  "in  spite 
of  fierce  competition  from  large  firms." 

InterDigital®  received  U.S.  government  support  from 
many  TPCC  agencies  while  competing  for  this  project. 
The  late  Secretary  Brown  advocated  on  behalf  of 
InterDigital®  at  the  1994  Asian  Pacific  Economic 
Cooperation  (APEC)  conference  and  also  sent  advocacy 
letters  to  many  Indonesian  State  Ministers,  including:  the 
State  Minister  for  Economic,  Financial  and  Supervision  for 
Development,  the  State  Minister  for  National 
Development  Planning,  the  Minister  of  Finance,  and  the 
Minister  of  Tourism,  Posts  and  Telecommunications.  The 
U.S.  Embassy  in  Indonesia  actively  supported 
InterDigital®  in-country,  as  did  the  Export-Import  Bank 
which  provided  critical  financing  for  the  project  in  the 
form  of  tied-aid  credit. 

Harry  Campagna,  InterDigital  Communications  Chairman 
of  the  Board,  said,  "The  U.S.  government's  active  support 
is  necessary  to  achieve  the  nearest  thing  to  a  free  market 
internationally.  I  strongly  agree  with  the  Commerce 
Department's,  State  Department's,  and  Export-Import 
Bank's  efforts  to  support  U.S.  firms,  particularly  those  of 
us  who  have  small  businesses  and  could  not  compete 
nearly  as  successfully  without  U.S.  government 
assistance.'  The  company  estimates  that  the  $41  million 
contract,  of  which  virtually  all  is  U.S.  export  content,  will 
support  about  700  jobs  in  the  following  states:  California, 
Florida,  Illinois,  Maryland,  Massachusetts,  Ohio,  North 
Carolina,  Oregon,  New  York,  Pennsylvania,  South 
Carolina,  Tennessee,  and  Texas. 


Amcriciin  exports  to  Asia  have  tripled  in 
the  last  ten  years,  and  may  well  triple 
again  over  rhe  next  decade  given  current 
growth  projections.  Yet,  despite  this 
region  ot  rapid  growth,  in  many  key 
sectors  U.S.  firms  have  not  made 
significant  gains  in  market  share.  The 
mission  focused  on  efforts  to  engage  Asia 
on  a  commercial  policy  basis  and  to  build 
on  current  economic  and  strategic 
initiatives  in  the  region.  The  goal  was  to 
develop  a  strong  public-private 
partnership  to  help  improve  America's 
position  in  East  Asia  over  the  next  three 
to  five  years,  specifically  in  the  key 
automotive,  telecommunications,  and 
transportation  infrastructure  sectors. 

In  South  Korea,  Secretary  Kantor 
encouraged  the  South  Korean  government 
to  accelerate  market  liberalization; 
advocated  on  behalf  o'/  U.S.  business 
interests  in  the  airport,  urban 
transportation  and  power  sectors;  and 
discussed  with  key  South  Korean 
government  officials  problems  in  the 
South  Korean  trade  and  investment 
regimes,  particularly  intellectual  property 
rights  protection,  and  how  remedying 
these  problems  can  advance  South  Korea's 
own  goal  of  obtaining  high-technology 
investment.  In  Indonesia,  the  Mission 
focused  on  bilateral  trade  issues,  such  as 
Indonesia's  national  auto  policy  and 
intellectual  property  rights;  encouraged 
liberalization  of  foreign  investment  in 
distribution;  and  the  need  for  Indonesia  to 
improve  its  investment  climate  to  move 
forward  in  developing  high  technology 
national  industries. 

In  Thailand,  Secretary  Kantor  raised 
the  absence  of  a  double  taxation  treaty, 
concerns  about  express  cargo  scn.-iccs,  and 
opportunities  in  telecommunications 
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Long-Term  Assistance  Helps  a  Kansas 
Energy  Company  Win  in  India 


Black  &  Veatch,  a  large  Kansas  energy  company,  and  its 
partners  recently  won  its  bid  to  build  a  500  megawatt 
combined  cycle  electrical  power  plant  In  India. 

TPCC  support  for  Black  &  Veatch  in  this  project  ranged 
from  energy  experts  at  the  Commerce  Department,  the 
local  Commercial  Service  office  in  Kansas,  the  India  desk 
officers  at  both  the  Departments  of  State  and  Commerce, 
the  Export-lmpKjrt  Bank,  the  Department  of  Energy,  the 
Advocacy  Center,  and  the  Embassy  staff  located  in  India. 
The  TPCC  Advocacy  Network  also  met  several  times  to 
coordinate  U.S.  government  efforts  to  advance  this  project 
as  well  as  other  power  projects  in  India.  Black  &  Veatch 
was  one  of  the  companies  that  received  the  support  of  the 
late  Secretary  of  Commerce  Ronald  H.  Brown  during  his 
trade  mission  to  India  in  1995. 

The  TPCC-coordinated  effort  helped  Black  &  Veatch  win 
the  "Kerala"  power  project  in  India,  which  has  a  total  value 
of  $565  million  and  a  U.S.  export  content  of  $250  million, 
supporting  an  estimated  500  U.S.  jobs  over  the  life  of  the 

agreement. 


•ind  fransp<irtation  infrastructure.   Mission 
members  also  took  part  In  busmess 
roundtables  focusing  on  U.S.  export  and 
investment  opportunities  In  the  automotive, 
telecommunications,  and  general 
Infrastructure  sectors.  This  mission  followed 
one  led  last  November  by  Secretary  ot 
Transportation  Federico  Pena  to  Vietnam, 
Thailand,  Hong  Kong,  Macau,  Indonesia, 
Malaysia,  Japan  and  the  Philippines  to  help 
American  firms  in  the  transportation  sector 
enter  these  rapidly  growing  markets.  During 
that  mission.  Secretary  Pefia  signed  air 
transport  agreements  to  expand  air  service 
opportunities  with  Hong  Kong,  Macau  and 
the  Philippines;  agreed  to  resume  formal 
talks  for  a  new  air  transport  agreement  with 
Tliailand;  and  witnessed  the  establishment 
of  a  joint  venture  agreement  for  the  first- 
ever  Indonesian  manufacturer  ot  advanced 
air  navigational  aids.  Secretary  Pena's 
mission  led  to  the  signing  of  billions  of 
dollars  in  agreements.  The  U.S.  Trade  and 
Development  Agency  (TDA)  is  also  working 
aggressively  on  air  and  rail  projects  in 
ASEAN,  including  a  training  grant  for 


aviation  officials  at  the  Bangkok  Airport,  a 
Thai  high  speed  rail  project,  and  joint  programs  with  the  DOT/FAA  to  promote 
the  use  of  American  equipment  in  Indonesia. 

Supporting  the  Peace  Process  in  Bosnia  and  Croatia:  Secretary  of  Commerce 
Mickey  Kantor  led  a  Business  Development  Mission  to  Bosnia  and  Croatia  in  July. 
This  mission  continued  the  efforts  begun  by  Secretary  Brown  and  34  other 
government  and  private  sector  officials  in  April  which  ended  tragically  when  their 
plane  crashed  near  Dubrovnik,  Croatia.  Secretary  Kantor  was  joined  on  the 
mission  by  18  U.S.  companies,  eleven  of  which  had  lost  executives  on  the  Brown 
trip.  Also  joining  Secretary  Kantor  were  Ruth  Harkin,  President  and  CEO  of 
OPIC;  J.  Joseph  Grandtnaison,  Director  of  TDA;  TTiomas  Dine,  Assistant 
Administrator  of  USAID;  and  Michael  Turner,  Mayor  of  Dayton,  Ohio. 

Prior  to  the  trip,  the  Commerce  Department  co-chaired  an  extensive  Interagency 
process  which  developed  a  cohesive  commercial  and  investment  policy  for  Bosnia 
and  Croatia  to  help  undergird  the  peace  process  and  to  obtain  more  U.S.  exports 
and  investment  in  the  region.  In  Dubrovnik,  the  mission  produced  rhe  fir>r-<.\tT 
accord  between  Croatia  and  Bosnia-Herzegovina  to  work  together  on 
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Advocacy  Helps  a  Tennessee  Firm  Overcome 
Barriers  to  Win  an  Israeli  Power  Project 


Thomas  &  Betts  Corfwration,  a  large  Tennessee  electrical 
firm  with  over  2,000  employees,  won  a  contract  with  Israel 
in  January  of  1 996  to  produce  steel  transmission  poles  and  other 
electrical  utility  products.  Throughout  the  process,  which  started 
in  1 994,  T&B  experienced  many  roadblocks  in  its  efforts  to  win 
the  contract  with  an  Israeli  government  organization.  With 
assistance  from  the  Advocacy  Center,  the  Commercial  Service, 
and  the  State  Department,  however,  T&B  was  able  to  overcome 
a  sudden  change  in  the  organization's  interpretation  of  the 
"Buy-Israel*  regulations  which  altered  its  tender  requirements 
and  favored  local  suppliers. 

The  majority  of  these  poles  and  parts  will  be  supplied  from 
factories  in  Minnesota  and  Texas,  and  the  $10  million  contract 
with  create  and  maintain  many  jobs  for  U.S.  workers.  The 
coordinated  TPCC  effort  helped  lead  to  the  success  of  the  bid 
in  a  market  known  for  intense  foreign  competition. 

Louis  Woike,  Director  of  Export  for  Thomas  &  Betts,  wrote, 
"I  have  been  involved  in  the  international  export  business 
for  twenty  years.  During  this  time  I  never  considered  the  U.S. 
Department  of  Commerce  or  the  U.S.  Embassies  as  resources 
for  increasing  exports  for  my  company...!  would  encourage  other 
exporters  to  use  the  resources  available  to  them  through  the  U.S. 
Department  of  Commerce  and  U.S.  Embassies  to  significantly 
increase  sales  and  overcome  some  of  the  unique  barriers  that 
one  encounters  in  the  pursuit  of  international  business." 


transportation  projects  linking  the  two 
nations.  Cooperation  on  these  projects 
will  benefit  from  the  Federal  Highway 
Adminstration's  (FHWA)  authority 
through  the  1991  Intermodal  Surface 
Transportation  Efficiency  Act  to  work 
more  directly  with  the  U.S.  private  sector 
to  promote  American  technologies 
abroad.  FHWA's  international  activities 
foster  the  use  of  American  standards, 
specifications,  equipment  and  technology, 
translating  into  overseas  jobs  and  exports 
for  American  highway  and 
transpwrtation-related  companies.  After 
historic  face-to-face  talks  chaired  by 
Secretary  Kantor,  Croatian  Prime 
Minister  Matesa  and  Bosnian  Prime 
Minister  Muratovic  reached  agreement 
with  the  United  States  to  cooperate  on 
two  vital  road  projects  to  support  the 
Federation  of  Bosnia  and  Herzegovina  as 
well  as  give  Croatia  a  surface 
transportation  link  between  its  northern 
and  southern  regions.  The  first  of  these 
would  support  the  Port  of  Ploce  with  a 
transportation  corridor  to  Sarajevo  and 
exiting  the  Sava  River  in  the  north.  The 
second  would  provide  access  from  the 
Croatian  capital  Zagreb  to  Bihac  in 


Bosnia  and  Herzegovina,  then  south  to 
the  tourist  center  of  Dubrovnik.  These  projects  received  TDA  support,  including 
the  funding  of  a  $500,000  feasibility  study  on  the  development  of  intermodal 
facilities  as  Ploce  and  Sarajevo. 

In  Sarajevo,  Secretary  Kantor  unveiled  significant  new  Clinton  Administration 
trade  and  investment  policy  initiatives.  First,  Secretary  Kantor  outlined  steps  to 
regularize  trade  and  investment  relations  between  the  U.S.  and  Bosnia,  including 
support  for  future  Bosnian  accession  to  the  World  Trade  Organization.  Second, 
Secretary  Kantor  announced  measures  to  further  involve  American  companies 
in  the  $5.1  billion  Bosnian  reconstruction  effort.  Over  three  years,  twelve 
million  dollars  in  USAID  fiands  will  be  shifted  into  commercially-oriented  TDA 
grants  in  the  infrastructure  sector.  USAlD's  construction  efforts  will  focus  on 
repairing  housing,  implementing  a  private  sector  reconstruction  finance  facility, 
and  providing  technical  assistance  in  five  areas:  privatization,  financial  sector 
reform,  enterprise  restructuring,  fiscal  reforms  and  political  reforms.  These 
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Advocacy  Helps  Firms  of  All  Sizes  Across  the  Countr 
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efforts,  which  will  receive  iiUnit  $150  million  in  FY  IS)%  tunJin^,  will  draw  upon 
the  goods  and  services  of  U.S.  companies.  This  will  include  at  least  another  $5 
million  that  will  he  directed  hy  the  U.S.  Special  Representative  toward  strategic 
equipment  purchases.    An  additional  $200,000  will  he  directed  toward  the 
Citizen  DemiKracy  Corps  to  provide  technical  support  hy  stationing  U.S.  husiness 
executives  in  Bt>snian  husinesses. 

The  Advocacy  Center 

As  described  in  detail  in  the  1995  National  Export  Strategy  Report,  the  heart  of 
the  interagency  Advocacy  Network  -  the  Advocacy  Center  -  provides  a  single 
point  of  contact  for  reaching  the  many  different  agencies  involved  in  advocacy 
support.  The  Advocacy  Center  works  one-on-one  with  U.S.  exporters  requesting 
government  assistance  in  bidding  competitions,  including  hands-on  counseling 
and  support  from  our  world-wide  network.  The  Center  tracks  hundreds  of 
projects  worldwide  and  advocates  on  behalf  of  U.S.  firms  during  high-level 
business  development  missions,  as  well  as  on  a  daily  basis  by  U.S.  Ambassadors 
and  their  country  teams. 

Advocacy  can  range  from  visits,  telephone  calls  and  letters  from  a  commercial 
officer,  U.S.  Ambassador  or  cabinet  level  official,  through  to  high-level  advocacy 
from  the  Vice-President  and  even  the  President. 

The  Advocacy  Network  is  Working 

In  the  two  plus  years  that  the  Advocacy  Center  has  been  operational,  U.S. 
exporters  have  received  advocacy  support  in  securing  over  230  foreign  business 

Successful  Advocacy  Proj[ects  for  Small  Business,  FY  1994-96 
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Advocacy  Provides  Critical  Assistance  to  a 
Pennsylvania  Firm  Competing  in  Israel 


In  June  of  1 996,  MidAtlantic  Energy  Corporation, 
an  energy  development  firm  with  offices  in 
Pennsylvania  and  West  Virginia,  successfully  signed  a 
contract  vi/ith  Israel  to  build  a  1 50  MW  power  plant.  This 
commercial  power  plant  project,  designed  to  convert  oil 
shale  to  clean  electric  power,  is  the  first  of  its  kind  in  Israel. 
Securing  the  contract  did  not  come  easily  for  MidAtlantic 
Energy,  however. 

Under  intense  comfjetition  from  European  companies  who 
were  able  to  use  marketing  behaviors  inconsistent  with 
U.S.  practices,  MidAtlantic  turned  to  the  U.S.  government 
for  help.  The  Advocacy  Center  made  Israeli  Minister  Segev 
aware  of  the  difficulties  the  company  was  encountering,  as 
well  as  the  benefits  of  MidAtlantic's  profxjsal,  during  both 
a  U.S.  visit  to  Israel  and  later  during  the  Minister's  visit  to 
the  United  States.  He  and  the  Minister  of  Finance  received 
letters  on  behalf  of  MidAtlantic  Energy  from  the  late 
Secretary  Brown,  Secretary  of  Energy  Hazel  O'Leary,  and 
Ambassador  Indyk,  who  also  played  an  imfxjrtant  role  by 
making  personal  contacts  with  Israeli  government  officials 
and  insuring  high  level  government  attention  through  the 
entire  period  of  contract  negotiations  and  approvals. 

The  efforts  of  the  U.S.  government  combined  with  the 
endorsement  of  the  government  of  Israel  resulted  in 
MidAtlantic's  successful  execution  of  the  contract  and 
the  establishment  of  a  foundation  for  a  similar  project  in 
Jordan.  The  Israeli  project  has  an  estimated  cost  of  $300 
million,  with  the  U.S.  content  estimated  to  have  a  value 
of  over  $1 50  million.  Together,  these  two  ventures 
represent  an  investment  of  over  one  billion  dollars  and 
will  serve  not  only  to  foster  economic  development  in  the 
region  but  also  to  promote  cooperation  between  Israel  and 
Jordan  -  thereby  supporting  the  fjeace  process. 

Michael  H.  Schwartz,  Senior  Vice  President  of  MidAtlantic 
Energy,  said  that  "small  and  mid-sized  American 
companies  cannot  successfully  compete  with  our  European 
and  Japanese  counterparts  without  U.S.  government 
support,  and  the  role  of  the  U.S.  government  in  this  case 
was  critical  to  MidAtlantic's  success." 


,it;rccments  valued  in  excess  ot  $40  billion 
in  U.S.  domestic  content  over  rhe  lite  ot 
tliosc  .itjreements.  Our  efforts  ii;ivc  helped 
■  firms  -  both  large  and  small  -  to  win 
contracts  overseas,  supporting  American 
jobs  here  at  home. 

U.S.  firms  may  have  had  more  success 
stories  to  tell,  were  they  not  also  facing 
questionable  foreign  business  practices, 
which  are  difficult  to  counter  and  even 
more  difficult  to  prove.  In  tact,  we 
estimate  that  over  the  past  eight  years,  U.S. 
firms  lost  about  100  out  of  200  separate 
overseas  competitions  due  (at  least  in  part) 
to  political  and  economic  pressure  brought 
to  bear  by  other  governments.  We 
conservatively  estimate  these  losses  for  U.S. 
companies  at  $25  billion.  Given  that  these 
200  tracked  projects  represent  only  a  small 
fraction  of  the  total  number  of  projects 
offered  during  these  eight  years,  and  also 
given  that  the  number  does  not  include 
follow-up  contracts,  we  estimate  the  true 
losses  at  several  times  this  number. 

Strategy  for  1 997 

Our  advocacy  program  has  been  very 
effective  -  but  we  must  do  more.  During 
the  coming  year,  we  will  work  to  fortify  and 
expand  our  efforts  by: 

•  Increasing  coordination  between  our 
Advocacy  Center  and  the  trade  financing 
agencies  to  ensure  that  our  priorities 
overlap.  Currently  our  Advocacy  project 
priorities  may  or  may  not  have  finance 
agency  involvement.  One  element  of  a 
more  comprehensive  overseas  commercial 
development  strategy  would  be  to  link  the 
Advocacy  Center  to  those  projects  in  the 
trade  finance  agency  "pipeline"  through 
both  geographically-focused  and  Advocacy 
Network  inter-  agency  meetings.  This  will 
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"The  world  is  changing  -  the  energy 
marketplace  is  expanding.  We  are 
witnessing  unprecedented  demand 
overseas  for  technologies  that  can  meet 
energy  needs  in  an  environmentally 
sensitive  manner.  Foreign  governments 
support  their  export  industries  with  a 
broad  range  of  assistance  alternatives. 
The  U.S.  government  should  meet  this 
competition  head  on." 


insure  both  that  our  Advocacy  priorities  reflect 
those  projects  on  which  we  provide  a  full  rantje 
of  financial  services,  and  that  we  are  providing 
those  services  on  the  most  commercially 
significant  projects.  Included  within  this 
coordination  is  the  linking  of  the  adviKacy  center 
database  tracking  system  to  government  financing 
agencies,  and  the  automatic  mailing  of 
Ex-lm  Bank  application  forms  in  response  to  every 
advocacy  request  received  at  the  Advocacy  Center. 


•  Hazel  R.  O'Leary,  Secretary  of  Energy 


•  Continuing  to  augment  our  Advocacy  staff 
through  interchanges  with  other  TPCC 
agencies  and  the  private  sector  and  better 
coordination  with  the  Multilateral  Development 
Banks.  We  will  continue  to  buttress  our 
Advocacy  Center  expertise  by  encouraging  staff 

exchanges  with  other  TPCC  agencies  and  the  private  sector  as  necessary. 

We  will  also  enhance  the  Advocacy  Network's  relationship  and 

coordination  with  the  Commercial  Officers  assigned  to  each  U.S. 

Executive  Director's  Office  at  the  Multilateral  Development  Banks. 

Broadening  our  Advocacy  efforts  to  include  more  U.S.  government 
agencies.  Currently  the  Departments  of  Commerce,  State,  Transportation 
and  Energy  are  the  major  advocates  .on  behalf  of  U.S.  corripanies  and  workers. 
We  will  expand  our  efforts  in  the  coming  year  to  include  other  U.S. 
government  agencies  in  a  more  active  manner,  such  as  the  Environmental 
Protection  Agency  and  USAID. 

Developing  a  system  to  track  visits  to  the  U.S.  by  foreign  officials.  Our 

usual  focus  to  date  has  been  on  advocacy  overseas.  We  recommend 
developing  a  system  to  track  visits  by  foreign  officials  who  visit  the  U.S.,  to 
arrange  meetings  with  appropriate  government  officials  who  can  advocate 
for  specific  projects  during  their  visit.  These  visits  to  the  U.S.  often  hold 
significant  opfwrtunities  for  advocacy. 

Improving  information  gathering  and  monitoring  of  foreign  competitive 
practices.  Through  the  Advocacy  Center,  we  will  continue  to  monitor 
practices  brought  to  our  attention  by  U.S.  industry  and  through  our 
worldwide  network  that  affect  U.S.  participation  in  particular  projects.  In 
addition  to  enabling  a  complete  advocacy  response,  this  information  can  be 
used  to  help  inform  our  trading  partners  of  the  need  for  greater  discipline  over 
practices. 
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Improving  coordination  with  international  organizations.  We  will  work 
more  cli>sely  with  the  Commercial  Service  Officers  assiyneJ  to  assist  the  U.S. 
Executive  Directors  at  the  Multilateral  Development  Banks  (MDRs)  to 
provide  them  with  information  to  enable  the  U.S.  Executive  Directors  to 
inform  the  banks  of  questionable  competitive  practices,  to  facilirate 
enforcement  of  preventative  prcKedures. 
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Responding  To  The  Needs  of  Small  Business 

Since  1993,  the  Trade  Promotion  Coordinating  Committee  (TPCC)  has  made 
considerable  progress  in  coordinating  its  efforts  to  effectively  assist  small 
and  medium-sized  firms,  women-owned  and  minority-owned  businesses  in 
exporting.  The  TPCC  placed  the  many  special  needs  of  small  business  at  the 
top  of  its  agenda  during  1996,  emphasizing  the  need  to  improve  accessibility  to 

trade  financing  for  our  nations  small 
business  exporters. 


"Over  the  last  six  years,  exports  of  U.S. 
goods  and  services  have  accounted  for  70 
percent  of  the  growth  of  our  economy. 
One  of  most  dynamic  sources  of  this 
growth  has  been  the  small  business 
community.  Today,  more  than  99  percent 
of  all  businesses  in  the  United  States  are 
small  firms,  and  they  employ  more  than 
half  of  the  U.S.  workforce.  These  small 
businesses  produced  an  estimated  62 
percent  of  the  3.3  million  jobs  created  in 
1994.  Clearly,  small  business  is  the 
engine  that  is  driving  our  economy  and 
the  next  generation  of  U.S.  jobs." 


Small  businesses  are  critically  important 
to  our  economy,  employing  54  percent 
of  the  private  workforce,  and  accounting 
for  half  of  our  gross  domestic  product. 
Small  and  women-owned  businesses, 
in  particular,  are  growing  at  the  most 
fantastic  rates  -  and  are  the  real  engine 
of  employment  growth  in  this  country. 
Between  1990  and  1994,  companies 
employing  more  than  500  people  have 
eliminated  approximately 
3.8  million  positions;  while  companies 
with  fewer  than  100  employees  have 
added  over  8  million  jobs,  over  6  million 
of  which  were  created  in  firms  with  fewer 
than  20  employees. 


—  Philip  Lader,  Administrator, 
Small  Busmess  Administraaon 


Competitor  Nation  Practices 
To  Help  Small  Businesses 

Competition  in  the  global  marketplace  is 
not  confined  to  multinational  firms  or  to 
quasi  public-sector  giants.  Our  trading 
partners  have  long  made  the  exporting  successes  of  their  smaller  firms  a  key 
priority.  For  them,  exporting  has  been  an  integral  part  of  even  their  early 
business  plans,  indeed,  a  way  of  life.  In  order  to  fully  understand  our  trading 
partners'  commitment  to  exporting  -  at  every  level  -  we  have  examined  how 
these  nations  endeavor  to  meet  the  particular  needs  of  their  small  businesses.  We 
have  discovered  that  primarily  through  targeting  "export-ready"  small  and  mid- 
size companies,  these  nations  also  help  provide  for  in-depth  market-entry 
strategies  along  with  comprehensive  export  training. 
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Targeting  Export  Ready  Firms:  Because  all  Small  and  Medium-size  Exporters 
(SMEs)  are  not  prepared  to  export,  some  countries  have  restricted  the 
availability  of  market  research,  trade  leads  and  other  forms  of  assistance  to  firms 
which  have  developed  an  exp»irtinK  strategy.  Private  and  quasi-pnv.ire  sector 
exfH)rt  service  providers,  such  as  German,  French,  and  Italian  chambers  of 
commerce,  limit  assistance  to  motivated  and  well-prepared  businesses.  These 

providers  realize  that  investment 


Great  Britain  Assists  Potential  Exporters 


The  London  Chamber  of  Commerce  has  created 
a  free  confidential  export  audit  program  designed 
to  ascertain  the  level  of  interested  firms'  commitment 
to  exporting.   If,  after  audit,  the  firm  is  determined 
prepared  to  export,  a  first-stage  action  plan  can  be 
developed  for  about  $50  an  hour  to  cover  the  costs 
of  markets,  credit  insurance,  selling  channels,  and 
customs  requirements.  Of  the  120  initial  participants 
in  the  program,  40  refxjrted  increased  export  eamings 
totaling  nearly  $8  million  by  the  second  year. 


ot  government  resources  needs 
to  be  tied  to  SME  preparation 
and  commitment.  In  addition, 
some  governments  have 
significantly  raised  the  costs  of 
these  services. 


Market  Entry:  Most  of  our 
leading  industrial  competitors 
provide  subsidies  in  some  form 
to  small  businesses  to  help 
dimmish  the  cost  of  gaining 
market  exposure  overseas.  Most 
of  these  subsidies  support 
participation  in  trade  missions  or 
trade  events.  For  example,  many 
nations  focus  their  resources  on 
trade  fairs  as  a  primary  tool  for  introducing  their  businesses  to  new  markets 
overseas.  For  example,  trade  fairs  have  long  been  Germany's  principal  method  of 
export  promotion.  Today,  expanding  participation  by  small  and  mid-sized  firms 
in  international  trade  fairs  is  a  major  component  of  Germany's  overall  trade 
promotion  strategy. 

Export  Training  Assistance  :  Our  competitors  also  believe  that  exporter  training 
is  important,  and  the  range  of  programs  is  wide.  Some  training  emphasizes,  for 
example,  industry  sectors  and  markets  and  the  technical  specifics  of  exporting 
(packaging,  transportation  and  distribution).  European  export  training  schemes, 
unlike  the  motivational  seminar-based  training  traditionally  offered  in  the 
United  States,  is  focused  on  individual  firms  and  their  practical  needs.  In 
Canada,  the  Fonmi  for  International  Trade  Training  (FITT)  is  a  not-for-profit 
company  established  by  the  business  community  itself.  In  Germany  and  France, 
the  local  chambers  of  commerce  assume  this  role.  Target  audiences  also  vary.  In 
some  countries,  new-to-market  companies  are  the  prime  recipients  of  training 
resources,  while  in  others  the  more  established,  proven  exporters  are  the  focus. 
In  many  nations,  including  both  the  United  States  and  Great  Britain,  increased 
emphasis  is  on  sector-specific  export  assistance  and  training. 
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Canada  Helps  With  Export  Costs 


Canada's  Program  for  Export  Market  Development 
(PEMD)  provides  conditionally  repayable  assistance 
towards  costs  incurred  by  an  exporting  company  in 
the  implementation  of  its  export  marketing  plan. 
The  funding,  which  covers  50%  of  travel  expenses, 
trade  fair  participation,  agent/distributor  searches  and 
other  incidental  costs  of  exporting,  must  be  repaid  with 
interest  from  export  revenues  over  a  period  of  four  years. 


Export  Finance  Assistance:  Miwt 
competitor  nations  have 
agencies  similar  to  the  U.S.Ex-lm 
Bank  which  provide  Insurance 
and  guarantees  for  their 
exporters.  However,  financial 
counseling  regarding  all  facets  of 
the  necessary  financing 
arrangements  also  is  often 
available  at  regional  and  local 
banks  and  chambers  of 
commerce.  This  easy  access  to 
financial  information  and 
assistance  is  a  key  to  assisting 
potential  exporters. 


Exports  (ry  small  and  medium- 
sized  enterprises  have  risen 
over  the  last  eight  years 


Among  the  OECD  countries,  the  U.S.  and  Canadian  export  credit  agencies  have 
the  most  comprehensive  and  targetted  programs  to  meet  small  business  needs. 
While  other  countries  make  available  export  financing  programs  for  their  SMEs, 
these  programs  are  generally  available  to  all  exporters  and  do  not  provide  for  the 
special  needs  of  small  and  medium-sized  businesses.  In  part,  because  of  these 
programs,  U.S.  SMEs  have  been  able  to  maintain  their  30  percent  share  of  U.S. 
exports. 


Exports  by  Small-  and  Medium-Sized  Enterprises,  1987-1995 


*SME'$=Firna  with  1-499  employees 

Source:  Data  for  1987  Derived  From  Department  of  Commenx's  exporter  Data  Base  (EDB). 

Data  for  1988-95  are  ITA  Estimates 
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Officially  Supported  Export  Finance  Program  Designed  Specifically  for  SMEs 
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In  most  European  countries,  private  hanks  anJ  novcrnment  entities,  or 
government-supported  oryanizations  provide  an  export-finance  network  tor  small 
and  medium  exportiny  firms.  For  reasons  which  include,  but  are  not  limited  to, 
lower  profitability  and  hijjher  transaction  costs,  U.S.  banks  have  been  hesitant  to 
support  trade  finance  tor  small  and  medium-sized  new-to-export  firms. 
Although  many  state  governments  have  recently  instituted  export-finance 
initiatives,  these  tend  to  be  limited  in  scope. 

Our  Key  Tool  To  Help  Small  Business: 
The  USEACs 

Through  the  National  Export  Strategy,  the  TPCC  agencies  have  taken  a  number 
of  steps  to  help  American  small  businesses  become  successful  exporters.  First,  we 
worked  to  develop  a  much  stronger  private-public  sector  partnership  through  the 
creation  of  our  nationwide  U.S.  Export  Assistance  Center  (USEACs)  Network. 
The  U.S.  Department  of  Commerce,  the  U.S.  Small  Business  Administration 
(SBA)  and  Ex-Im  Bank  formed  a  unique  partnership  to  establish  these  one-stop- 
shops.  The  USEACs  have  dramatically  transformed  the  way  Federal,  state  and 
local  international  trade  partners  now  work  together  and  approach  trade  finance 
and  trade  promotion.  By  establishing  a  more  rational,  integrated  network, 
leveraging  resources  and  improving  accessibility  to  services  by  employing  new 
technologies,  more  small  and  medium-sized  firms  learned  about  trade 
opportunities  and  grew  their  businesses  through  exporting  in  1995-1996  as 
evidenced  by  a  projected  30  percent  increase  in  the  number  of  export  actions 
(the  number  of  export  sales  directly  facilitated  by  our  field  staff);  a  45  percent 
increase  in  the  number  of  Export  Working  Capital  Loans  made  by  SBA  and  Ex- 
Im  Bank  combined;  a  9%  increase  in  the  dollar  volume  of  Export  Working 
Capital  loans  and  triple  the  number  of  banks  involved  in  the  Export  Working 
Capital  Program,  which  as  of  September  1996  totaled  225. 

Our  Growing  Export  Assistance  Network 

Considerable  progress  was  also  achieved  during  1996  in  continuing  to  expand 
the  U.S.  Export  Assistance  Center  (USEAC)  network.  In  developing  the  U.S. 
Export  Assistance  Centers,  the  needs  of  the  business  community  were  put  first  by 
delivering  a  comprehensive  array  of  export  counseling  and  trade  finance  services 
to  export-ready  firms  in  one  location.  As  part  of  phase  1,  ten  USEACs  were 
opened  in  Atlanta,  Boston,  Cleveland,  Dallas,  New  Orleans,  New  York, 
Philadelphia,  Seattle  and  St.  Louis.  The  Detroit  center  which  opened  in  July 
1996,  will  complete  the  first  phase.  To  complement  the  USEACs,  fourteen 
District  Export  Assistance  Centers  (DEACs),  or  "spoke"  offices  were  opened 
across  the  country  in  1996.  DEACs  are  staffed  by  Commercial  Service  trade 
specialists.  Further  bolstering  the  network  of  hub  and  spoke  offices,  Commerce 
Secretary  Mickey  Kantor  announced  in  April  1996  the  conversion  of  over  50 
Commercial  Service  district  and  branch  offices  into  DEACs. 
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A  Str.itCfiic  Response 


The  USEACs  replace  iin  antitiiiatcd 
system  that  provided  service  strictly 
within  state  lines.  Ci)mbinini;  the 
services  and  expertise  ot  the 
Department  ot  Commerce,  Ex-lm 
Bank  and  SBA  (and  sixin  the 
Department  of  Agriculture  at  the 
Miami  USEAC),  the  USEACS 
serve  as  regional  hubs  and  our 
domestic  field  operations  are  now 
tailored  to  address  the  unique  needs 
of  business  regions  around  the 
nation.  Smaller  District  EACs 
complement  and  extend  the 
services  of  the  USEACs  to  business 
communities  that  lie  beyond  major 
urban  centers.  Electronic  links 
between  these  offices  and  their 
private  sector  partners  ensure  that 
exporters,  regardless  of  where  they 
are  located,  have  access  to  the  full 
range  of  government  export 
promotion  and  trade  finance 
assistance. 

Phase  II  of  the  USEAC  initiative  is 
already  underway  with  the  opening 
^^^^^^^^^^^^^^^^^^^^^^^^^     of  sixteen  additional  DEACs  later 
^^^^^^^^^^^^^^^H^l^l^^^^l     this  Secretary 

SBA  Administrator  Phil  Lader 
announced  the  creation  of  three  new  USEACs  to  be  located  in  Charlotte,  North 
Carolina  and  Santa  Clara  County/San  Jose,  California  and  Portland,  Oregon. 

Partnerships  with  state  and  local  trade  organizations  have  flourished  under 
USEAC  initiatives.  Through  local  District  Export  Councils  (DECs)  we  have 
enhanced  our  cooperative  efforts  with  state  and  local  partners.  Comprised  of 
community  leaders  with  extensive  knowledge  of  and  experience  in  international 
business,  the  DECs  provide  a  valuable  source  of  professional  advice  for  local 
firms  and  the  commercial  staff.  These  kinds  of  partnerships  make  sense,  both  for 
the  organizations  involved  and  for  the  business  community.  By  working  together 
with  the  private  sector  and  with  state  and  local  trade  development  organizations, 
we  elimii\ate  overlapping  programs  and  extend  the  range  of  services.  Each 
organization  brings  its  own  comparative  advantage  to  the  relationship.  Through 
these  partnerships,  we  continue  to  improve  the  quality  of  serv'ices  while  makinc 
those  services  available  to  a  greater  number  of  export-ready  firms. 


Providing  Seamless  Services  to  our  Clients 


The  USEAC  located  In  New  Orleans,  Louisiana  is  so 
conscious  ol  Its  role  as  a  partner  with  other  International 
trade  resource  providers  and  Its  region,  which  Includes 
Mississippi  and  Arkansas,  it  was  renamed  the  Delta  USEAC. 
Top  management  officials  at  the  USEAC  from  SBA  and 
Commerce  consider  themselves  Interchangeable  in  regard 
to  making  public  appearances  on  behalf  of  the  USEAC 
and  In  making  presentations  about  each  other's  programs. 
Recently,  the  SBA  trade  finance  official  at  the  Delta 
USEAC  took  a  stint  as  Acting  Director  of  the  Commerce 
Department  office  in  Jackson,  Mississippi.  The  local  SBA 
District  Director  is  as  actively  concerned  about  Commerce 
Department  export  actions  as  she  Is  about  EWCP  loans. 
Partnership  networks  are  no  longer  a  concept  but  a  reality. 
The  linkages  among  USEAC  partners  with  other  public  and 
private  sector  trade  providers  are  strong  and  actively  utilized. 
One  Certified  Development  Company  (CDC)  for  SBA's  504 
lending  program  is  an  intermediary  and  loan  packager,  for 
both  Ex-lm  Bank  s  city/state  program  and  SBA  s  EWCP. 
Commerce  Department  s  District  Expwrt  Council  (DEC)  is 
an  active  partner  in  a  SBA  program  working  with  new-to- 
export  companies,  called  E-TAP  (Export  Trade  Assistance 
Partnership)  in  Lafayette.  In  a  recent  speech,  the  Delta 
USEAC  site  Director  attributed  50%  of  EWCP  loans  made 
this  year  in  Louisiana  to  DOC  referrals  and  50%  of  all 
Commerce  Department  export  actions  to  SBA  referrals. 
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The?  National  Export  Strategy 


The  USEAC  network  typifies  the  TPCC's  commitment  to  a  coordinated 
National  Export  Strategy  that  emphasizes  collaboration  and  partnership.  The 
"grassroots  approach"  which  was  applied  in  the  design  and  development  ot  the 
USEAC  model  has  served  as  an  effective  catalyst,  drawing  together  the  multiple 
players  in  each  site's  international  trade  community.  In  many  host  cities,  the 
USEAC  has  served  to  bond  fragmented  international  trade  communities  into  a 
more  cohesive  partnership.  In  this  way,  the  USEACs  are  creating  a  "holistic 
approach"  to  export  promotion  in  the  United  States  designed  to  be  continually 
responsive  to  the  needs  of  small  business.  The  strategy  is  creating  a  cultural 
transformation  in  the  way  the  Federal,  state  and  local  international  trade 
partners  approach  export  promotion.  We  are  truly  leveraging  our  resources. 

Linking  SBA's  Small  Business  Development 
Centers  (SBDCs)  with  the  USEACs 

SBA's  nearly  1,000  Small  Business  Development  Centers  (SBDCs)  in  colleges, 
vocational  schools,  chambers  of  commerce,  and  economic  development 
corporations  throughout  the  country,  are  linked  with  the  USEAC  network  to 
coordinate  program  services  at  the  grass  roots  level.  SBDCs  play  a  key  role  in 
counseling  small  businesses  that  are  less  knowledgeable  about  the  basic  exporting 
process.  In  short,  the  SBEKTs  work  with  companies  helping  them  to  become  more 

"export-ready."  They  then  will 
pass  them  along  to  the  USEACs 
or  DEACs  for  more  intensive 
export  counseling  and 
assistance.  SBDCs  may  provide 
international  trade  assistance  by 
establishing  a  separate  center  at 
one  location  or  through  selected 
service  locations  within  the 
SBDC  network  depending  on 
the  needs  of  the  small  business 
community.  In  general, 
international  trade  services  are 
conducted  in  conjunction  with 
the  local  SBA  District  Office 
Project  Officer  and  the  SBA 
representative  at  the  local 
USEAC.  it  is  through  this  link 
to  the  USEACs  that 
coordination  and  cooperation 
between  the  Federal  government 
and  key  local  players  in  the 
SBEXDs  has  been  strengthened. 


Long  Beach  USEAC  Graduates  First  E-TAP  Class 


The  U.S.  Export  Assistance  Center  in  Long  Beach,  CA, 
held  a  graduation  ceremony  for  its  first  class  of  Export 
Trade  Assistance  Partnership  (E-TAP)  graduates  on  August 
22, 1 996.  Developed  by  the  Small  Business  Administration 
(SBA),  E-TAP  assists  inexperienced  or  new-to-exf)ort 
companies  to  enter  the  export  arena.  The  E-TAP  program 
offers  Information  on  all  aspects  of  international  trade: 
legal,  marketing,  freight-forwarding,  financing  and  more. 
Participating  companies  receive  invaluable  tips  from  E-TAP 
speakers  who  are  specialists  in  their  fields  Including 
bankers,  attorneys,  custom  brokers  and  freight  forwarders. 
Participants  in  the  Long  Beach  USEAC  E-TAP  program 
represented  a  variety  of  industries.  John  Waldon  of 
Neighborhood  Beverage,  a  minority-owned  soda 
manufacturer,  stated  that  "the  E-TAP  program  Introduced 
our  company  to  resources  that  we  never  knew  existed. 
We  have  learned  that  the  government  works.  You'll  just 
have  to  be  willing  to  work  it."  The  E-TAP  program  will  be 
available  in  all  fifteen  USEACs  by  the  end  of  1 997. 
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Assisting  Small  Agricultural  Exporters 


The  U.S.  Department  of  Agriculture  also  provides 
an  array  of  services  to  assist  small  and  medium- 
sized  agricultural  exporters  seeking  foreign  market 
information.  USDA  provides  daily  trade  leads  from 
overseas,  conducts  trade  shiows  and  missions, 
provides  technical  assistance  and  maintains  an 
overseas  network  of  agriculture  trade  officers  to 
help  American  farm,  forest  and  seafood  product 
exporters.  Over  the  past  year,  the  Department  of 
Agriculture  -  in  partnership  with  related  trade 
associations  and  State  Departments  of  Agriculture  - 
has  conducted  educational  export  seminars  and 
outreach  efforts  in  nearly  50  states  reaching 
hundreds  of  U.S.  companies.  With  the  support  of 
USDA  programs,  small  companies  have  succeeded 
in  entering  new  markets  and  introducing  new 
products  into  Asia,  Latin  America,  Europe,  North 
America,  Oceania  and  Africa. 


The  intern;inonal  tnulc  services  ut 
sDme  SBlX^s  .irc  proviJoJ  spcciti- 
cally  throuj^h  Intemationai  Tnulc 
Centers  (ITCs)  which  ha\e  .\ 
separate  budget  within  the  SBIX" 
.ind  a  Cooperative  Ayreement 
with  SBA.  The  SBA  representa- 
tive in  each  USEAC  is  invoivei.!  iii 
the  negotiation  of  these  "ci«)pera- 
tive  agreements"  which  allow  the 
USEACs  to  play  a  larger  role  in 
the  development  of  the  interna- 
tional trade  services  provided  hy 
SBDCs.  A  good  example  of  this 
coordination  is  at  the  Long  Beach 
USEAC  where  the  SBDC  plays  an 
important  role  in  counseling 
businesses  that  are  not  quite 
"export-ready,"  co-sponsoring 
activities  with  the  USEAC, 
providing  long-term  individual 
counseling,  and  coordinating 
seminars  in  conjunction  with  the 
Export  Trade  Assistance  Partner- 
ship (E-TAP)  program  tor  firms 
that  are  not  yet  "export-ready." 


Strengthening  Ties  with  State  and  Local  Governments 

State  trade  promotion  agencies  have  been  another  vital  element  in  bonding 
local  international  business  stakeholders  into  a  cohesive  regional  force.  Ex-lm 
Bank  relies  on  its  city/state  program  to  deliver  their  Export  Working  Capital 
Program  to  the  majority  of  the  USEAC  hub  sites.  State  trade  officials  are  co- 
located  in  several  centers.  The  State  of  Georgia  played  a  major  role  in  creating 
the  Atlanta  USEAC,  and  is  a  full  and  equal  co-located  partner  in  the  center. 
Other  USEACs  can  confidently  make  similar  claims  concerning  state 
cooperative  efforts.  The  USEAC  network  reflects  a  true  public-private 
partnership  that  leverages  the  diverse  resources  of  each  community,  making 
each  center  unique  yet  responsive  to  local  needs. 
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Providing  Better  Export  Financing  Assistance 

List  year,  we  focused  on  a  number  of  specific  areas  in  the  finance  arena:  access  to 
financing,  bank  profitability,  and  outreach.  In  some  of  these  areas,  we  have 
exceeded  our  recommendations;  in  other  areas,  we  need  to  redouble  our  efforts. 
Highlights  of  our  accomplishments  over  the  last  year  include: 

Access  to  Financing:  We  have  made  progress  on  harmonization  of  SBA  and  Ex-lm 
Bank's  Export  Working  Capital  Programs: 

•  The  harmonized  program  reached  a  greater  audience,  therefore  allowing  more 
exporters  to  obtain  financing; 

•  The  increased  awareness  resulted  in  197  new  authorized  guarantees  for  SBA 
and  133  new  authorized  guarantees  for  Ex-lm  Bank; 

Although  specific  aspects  of  each  program  were  successfully  harmonized,  various 
legislative  interpretations  and  restrictions  resulted  in  major  differences  m  each 
agency's  program  and  documentation  requirements  and  operational  procedures. 
Despite  tremendous  efforts  by  representatives  of  both  agencies,  the  lack  of  program 
standardization  between  Ex-lm  Bank  and  SBA  was  the  last  impediment  to 
achieving  complete  harmonization. 

•  Both  SBA  and  Ex-lm  Bank  opened  their  Export  Working  Capital  Programs 
to  non-bank  lenders,  recognizing  that  many  small  businesses  utilize  the 
expertise  of  "niche"  lenders  to  finance  their  export  deals.  As  a  result,  SBA 
and  Ex-lm  Bank  estimate  that  the  amount  of  transactional  financing  done 

by  non-bank  lenders  will  increase  30%; 

•  SBA  worked  toward  expanding  state 
co-guaranty  agreements  and  is  in  the 
final  stages  of  securing  agreements  with 
the  export  financing/guaranty  agencies 
in  Georgia,  Arkansas  and  Alaska; 

♦  Ex-lm  Bank  enhanced  its  City/State 
program  through  two  pilot  programs: 
1 )  to  provide  matching  working  capital 
guarantees  and  granting  delegated 
authority  status  to  six  state  export 
finance  programs  and  2)  to  pay  packag- 
ing and  finder's  fees  to  city/state 
partners  under  the  working  capital 
program. 


TDA  Helps  Small  Businesses 


Small  businesses  continue  to  be  the  backbone  of 
the  U.S.  Trade  and  Development  Agency  s  (TDA) 
program.  All  of  TDA  s  Definitional  Missions  and  Desk 
Studies  are  completed  by  small  businesses.  In  1995, 
this  accounted  for  43  fiercent  of  the  agency  s  program 
activities.  More  significantly,  small  businesses  have 
secured  nearly  half  of  TDA  s  feasibility  studies 
awarded  in  1995.  This  compares  to  22  percent  in 
1 992.  Many  small  businesses  have  teamed  up  with 
larger  firms  to  serve  as  subcontractors  on  TDA-funded 
studies,  selling  their  equipment  and  services  when 
projects  move  to  implementation. 
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OPIC  Helps  U.S.  Small  Businesses 


Since  1 993,  the  Overseas  Private  Investment 
Corporation  (OPIC)  has  provided  support  to 
U.S.  small  businesses  investing  in  the  energy,  financial 
services,  manufacturing  and  telecommunications  sectors 
worldv.'ide.  In  addition  to  its  finance  and  insurance 
support,  OPIC  also  backs  small  businesses  through  the 
$20  million  Allied  Capital  International  Small  Business 
Fund,  an  OPIC-supported,  privately  managed  and 
capitalized  equity  fund  which  provides  growth  capital 
to  international  projects  sponsored  by  U.S.  small 
businesses. 


In  1995,  Ex-lm  Bank's  City/St;ite 
partners  generated  an  estimated  824 
transactions  valued  at  $284  million,  a 
significant  increase  over  1994  which 
produced  215  transactions  valued  at 
$170  million; 

•  SBA  leveraged  its  outreach  by 
modifying  agreements  with  the 
Service  Corps  of  Retired  Executives 
(SCORE)  and  the  Small  Business 
Development  Centers  (SBDCs)  in  an 
effort  to  encourage  further  participa- 
tion with  the  U.S.  Export  Assistance 
Centers  and  expand  trade  finance/ 
^^^^^^^^^^^^^^^^^^^^^^^H     trade 

•  SBA  developed  an  Intermediary  Development  Program  which  provided 
seed  money  for  loan  packaging  services  to  such  entities  as  state  economic 
development  agencies,  private  brokers  and  local  certified  development 
companies.  In  1995-1996,  these  intermediaries  have  effectively  delivered 
and  marketed  the  export  working  capital  program  and  brought  m  an 
estimated  20  percent  in  new  working  capital  guarantees. 

StreamUning 

•  In  an  effort  to  continue  streamlining  paperwork  requirements,  Ex-Im  Bank 
reduced  the  number  of  exporter  certificates  to  one  per  transaction  or  per 
facility,  and  eliminated  the  requirement  for  an  exporter  certificate  which  is 
now  incorporated  in  the  loan  guarantee  agreement.  Instead,  Ex-lm  Bank  only 
requires  a  summary  of  exporter  orders  and  no  longer  requires  the  expotter  to 
provide  copies  of  all  export  orders.  SBA  revised  its  loan  application  to  allow 
for  a  scripted  lenders  credit  memorandum  requiring  the  lender  to  supply  only 
the  financial  information  which  is  pertinent  to  the  term  of  the  transaction. 
SBA  also  developed  a  single  set  of  documents  required  of  a  bank  under  the 
state  CO-  guaranty  loan  programs; 

•  Ex-lm  Bank  increased  the  per  transaction  and  per  lender  limit  for  "AA" 
lenders  to  $5  million  and  $75  million  respectively;  for  "A"  lenders,  the  per 
transaction  and  per  lender  limits  were  increased  from  $2  million  to  $3.5 
million  per  transaction  and  from  $25  million  to  $50  million  per  lender.  For 
"B"  lenders  the  limits  were  raised  from  $  1  million  to  $2  million  per  transaction 
and  from  $10  million  to  $25  million  per  lender.  SBA's  Preferred  Lender 
Program,  similar  to  Ex-lm  Bank's  delegated  authority  program,  raised  the 
lending  limit  to  the  statutory  limit  of  $750,000. 
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Outreach 


SBA  and  Ex-Im  Bank  in  conjunction  with  the  U.S.  E.xport  Assistance  Centers 
held  approximately  290  traininji  seminars  tor  lenders  and  exporters  focusing 
on  the  Export  Working  Capital  Program  and  exporting  opportunities.  For  the 
first  time,  Ex-Im  offered  a  special  seminar  designed  specifically  for  small 
business  exporters  focusing  specifically  on  those  programs  most  often  used  hy 
small  companies:  export  credit  insurance,  export  working  capital  and  the 
medium  term  guarantee  programs; 

•  SBA  and  Commerce  jointly 
spearheaded  the  development 
of  the  U.S.  Business  Advisor,  a 
"one-stop-electronic  link" 
which  provides  basic 
information  for  small 
businesses  on  a  variety  of 
issues  including  regulations, 
tax  laws,  procurement, 
international  trade  and 
downloading  of  government 
forms. 


Small  Business  Development  Centers 
Help  Small  Businesses 


As  part  of  the  expansion  of  Its  partner  participation  in  the 
EWCP,  SBA  is  encouraging  SBDCs  to  offer  clients  loan 
packaging  services  for  SBA  loans.  As  a  result,  a  growing  number 
of  SBDCs  are  now  providing  finance  counseling  and  loan 
packaging  services.  The  International  Trade  Center  of  the 
University  of  Georgia  Small  Business  Development  Center  was 
instrumental  in  assisting  Citland  International  in  packaging  an 
EWCP  loan  application  for  a  $750,000  line  of  credit.  Recipient 
of  this  year  s  Exporting  with  Experts  Award,  SBA's  highest  award 
for  an  SBDC  International  Trade  Center,  the  University 
of  Georgia  International  Trade  Center  is  co-located  with  the 
SBA,  USDOC  and  state  of  Georgia  personnel  at  the  Atlanta 
USEAC.  Because  of  this  proximity,  the  International  Trade  Center 
packaged  the  loan  application  for  Citland,  a  wholesaler 
of  mining  equipment  and  other  industrial  machinery  and 
equipment.  The  company  also  acts  as  an  exclusive  distributor 
for  Sears  Craftsman  tools,  Victaulic  International,  Certain  Teed 
Corporation,  Advanced  Drainage  System,  and  Gould's  Pumps, 
primarily  to  the  mining  industry.  A  majority  of  Citland's  exports 
go  to  West  Africa,  but  they  are  experiencing  growth  in  exports 
to  several  other  countries,  including  Ghana,  Mali,  Ivory  Coast, 
Guinea,  Peru,  Bolivia  and  Mexico.  Exports  account  for  100 
percent  of  the  company's  sales,  and  the  dollar  volume  of  those 
sales  has  exceeded  $2.2  million  for  1 995  and  is  projected  to 
surpass  $3  million  this  year  According  to  Trevor  King,  president 
of  Citland  International,  "the  working  capital  guarantee  has 
worked  extremely  well  and  has  allowed  us  to  concentrate  on 
sales  without  devoting  our  time  to  pursuing  funding  on  each 
contract.  A  lot  more  companies  need  to  be  aware  of  this 
program,  as  it  is  very  efficient,  came  together  fast,  and  allows 
you  to  go  into  the  market  knowing  the  financing  is  there  to 
complete  a  deal". 


The  Harmonized 
Program 

One  of  our  highest  priorities 
is  providing  greater  access  to 
trade  finance  for  small 
businesses.  Unfortunately, 
the  positive  momentum 
created  during  1995-1996  in 
expanding  access  to  export 
working  capital  through  the 
harmonized  Export  Working 
Capital  Program  (EWCP)  - 
one  of  our  key  trade  finance 
programs  -  suffered  a  setback 
following  the  passage  of  P.L. 
104-36,  "The  Small  Business 
Lending  Enhancement  Act  of 
1995"  which  lowered  SBA's 
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\  maximum  guarantee  percentage  from  90  percent  to  75  percent  (except  for 
loans  of  $100,0(X)  or  less  which  were  given  a  maximum  guarantee  percentage 
of  80  percent). 

The  lower  guarantee  has  had  a  detrimental  effect  on  SBA's  ability  to  expand 
access  to  working  capital  for  small  business  exporters  and  has  disrupted  the 
ongoing  harmonization  effons  between  SBA  and  Ex-lm  Bank.  The  TPCC 
agencies  jointly  urged  Congress  to  support  and  pass  legislation  to  restore  the 
guarantee  to  90  percent  in  order  for  SBA  to  continue  its  harmonized  efforts  with 
Ex-lm  Batik  and  to  better  serve  hundreds  of  thousands  of  small  businesses 
working  hard  to  grow  their  businesses  through  exporting. 

Despite  this  setback,  we  still  made  progress.  In  1996,  the  TF*CC  trade  finance 
agencies  -  Ex-lm  Bank  and  SBA  -  succeeded  in  marketing  the  Export  Working 
Capital  program  to  reach  more  small  business  exporters  and  lending  institutions. 
During  1^95,  423  loans  were  booked  under  the  harmonized  programs  of  the  two 
agencies,  reflecting  a  45  percent  increase  from  the  previous  year.  The  dollar  value 
of  the  loans  was  $385  million,  an  85  percent  increase  from  the  previous  year. 

In  attempting  to  improve  access  to  capital  for  small  business  exporters,  SBA  and 
Ex-lm  Bank  focused  on  the  identification  of  lenders  not  just  as  clients,  but  as 
partners  in  export  finance.  In  1995-1996,  50  new  lenders  participated  in  the 
Export  Working  Capital  Program.  With  less  than  half  of  the  international  banks 
participating  in  both  SBA  and  Ex-lm  Bank's  programs,  we  have  placed  a  greater 
emphasis  on  expanding  the  program  to  non-bank  lenders. 

Trade  finance  specialists  are  now  represented  at  every  USEAC.  These  personnel 
work  from  the  onset  with  the  exporter  and  the  lender  to  help  structure  deals  so 
that  small  businesses  and  their  lenders  have  a  good  indication  early  on  whether 
their  transaction  is  "bankable."  This  is  important  to  lenders,  many  of  whom  are 
reluctant  to  put  a  great  deal  of  time  into  a  small  transaction  when  the  same 
amount  of  time  or  less  can  earn  much  larger  profits  for  larger  deals.  In  addition, 
SBA  has  reduced  processing  and  turnaround  time  to  only  three  to  ten  days. 

As  mandated  by  the  1993  National  Export  Strategy  Report,  Ex-lm  Bank  and 
SBA  undertook  a  study  of  the  effectiveness  of  the  harmonized  export  working 
capital  programs.  The  key  findings  of  the  report  are  as  follows: 

•  Harmonization  efforts  to  date  have  resulted  in  a  significant  increase  in 
Program  awareness  by  exporters,  banks  and  intermediaries. 

•  Harmonization  efforts  did  not  fully  "harmonize"  the  two  programs.  Basically 
two  separate  programs  exist  due  to  major  differences  between  documentation 
and  program  requirements,  and  operational  procedures. 
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N.itional  Export  Strategy 


Ex-lm  Bank's  Insurance  Program: 
Helping  Small  Business 


In  August  of  1996  the  Export-Import  Bank  of  the  United 
States  (Ex-lm  Bank)  approved  a  medium-term  insurance 
policy  for  ISOCOR,  inc.,  of  Santa  Monica,  California,  to 
sell  electronic  communications  software  to  Global  Tele- 
System of  Bombay,  India.  ISOCOR  is  a  small,  fast-growing 
company  of  250  employees  that  develops  and  markets 
off-the-shelf  electronic  information  exchange  software 
products  and  services,  such  as  directory  and  messaging 
products  for  the  Internet  and  Intranet. 

The  transaction  is  ISOCOR's  first  experience  with  Ex-lm 
Bank's  medium-term  insurance  program,  which  provides 
political  and/or  commercial  insurance  to  cover  the  risks  of 
foreign  buyer  default  on  sales  of  three  to  five  years.  Ex-lm 
Bank's  medium-term  insurance  program  has  continued  its 
strong  showing  since  its  introduction  in  1 994,  with  248 
policies  authorized  in  fiscal  year  1 996  to  date.  In  fiscal 
year  1995,  the  Bank  authorized  285  medium-term 
policies.  The  policy  will  cover  ISOCOR  s  $3  million  sale 
of  electronic  messaging  software  and  technical  support. 
The  Indian  end-user,  will  use  the  equipment  to  extend 
and  enhance  its  national  electronic  commercial  messaging 
system  to  27  corporate  clients  throughout  India. 


•  Over  80%  of  transactions 
(horh  Ex-lm  Bank  and  SBA) 
were  manaKcJ  by  domestic  loan 
officers.  In  some  cases,  these 
transactions  were  reviewed  by 
another  department. 

•  While  exporters  offered 
suggestions  for  improvements, 
100%  of  those  surveyed  would 
still  recommend  both  agencies' 
programs. 

•  The  high  facility  fee  was  the 
most  common  criticism  among 
borrowers  of  Ex-lm  Bank's 
Working  Capital  Guarantee 
Program. 

•  Ex-lm  Bank's  Delegated 
Authority  Program  appears  to 
have  been  successful.  In  1995, 
half  of  Ex-lm  Bank's  guarantees 
authorized.   102  out  of  207  were 
made  under  the  Delegated 
Authority  program.  In  terms  of 
dollar  value,  the  102  guarantees 
authorized  represented  35%  of 
total  dollar  value. 


The  Delegated  Authority  Program  made  it  easier  for  lenders  to  approve 
smaller  loans.  This  conclusion  was  supported  by  the  fact  that  39  of  the  102 
loans  made  by  Delegated  Authority  Lenders  averaged  $400,000. 

A  comparison  of  the  number  of  transactions  made  by  Ex-lm  Bank's  Delegated 
Authority  Lenders  in  1994  showed  a  total  of  eight  banks  out  of  97  did  three 
or  more  transactions.  Of  the  same  eight  banks,  only  two  did  more  than  three 
transactions  in  1995.  This  supported  the  hypothesis  that  these  loans  are  the 
result  of  loan  officer  initiative  rather  than  a  bank  commitment. 

California  and  Texas  accounted  for  36%  of  transactions  with  a  total  value 
of  $163,825,800  of  all  the  guarantees  authorized  in  1995  (Ex-lm  Bank 
and  SBA  combined). 


104 


Small  Business 


134 


A  Str.ilCfiic  Kcsponsc 


Options  for  the  Future:  The  manJatcd  study  on  rhe  effectiveness  of  the 
harmonized  progmm  made  a  series  ot  rccoinmended  options.  SBA  and  Ex-hn 
Bank  are  in  the  process  of  evaluating  these  options  in  order  to  provide  the  small 
business  exporting  community  better  access  to  trade  financing,  increase  the 
participation  ot  the  private  sector,  banks  and  non-hanks  in  financing  export 
sales,  and  to  create  mechanisms  that  will  encourage  the  private  sector  to  finance 
small  business  exporters. 

Recommendation: 

•  SBA  and  Ex-Im  Bank  will  work  together  in  cooperation  with  other  TPCC 
agencies  and  the  private  sector  to  assess  how  to  complete  harmonization 
of  agency  trade  finance  programs. 

New  Mechanisms  To  Reach  More 
Small  Businesses  And  Lenders 

While  we  have  developed  effective  federal  trade  finance  programs  that  are  at  the 
forefront  worldwide  in  providing  comprehensive,  targetted  packages  tor  small 
business  exporters,  the  structure,  culture  and  history  of  America's  business  and 
banking  system  still  can  be  an  obstacle  tor  small  U.S.  firms.  Small  businesses 
have  difficulty  in  obtaining  reliable  data  from  companies  and  banks  in  emerging 
markets,  planning  for  and  managing  export  financing,  and  overcoming  a  strong 
preference  for  concentrating  on  the  U.S.  market. 


!  Small  businesses  cite  access  to  trade  finance  as  the  key  to  export  success,  yet  only 
I  75  of  the  over  9,000  banks  in  the  U.S.  do  substantial  export  financing  and  most 

small  businesses  do  not  have  relationships  with  these  larger  banks.  Most  small 
1  businesses  also  have  their  primary  banking  relationships  with  one  of  the 
j  thousands  of  community  banks  that  do  little  or  no  export  financing.  Even  if  they 

are  willing  to  seek  out  relationships  with  larger  banks,  the  small  size  of  their 
i  transactions  can  make  it  difficult  for  banks  to  provide  them  with  adequate  trade 
!  financing  assistance.  This  is  usually  related  to  the  processing  costs  for  small 
,  transactions  (e.g.  under  $500,000)  which  can  often  be  as  high  as  larger 
!  transactions  -  making  the  smaller  transaction  unprofitable  or  not  cost-effective. 

Moreover,  even  among  the  banks  which  do  provide  export  finance,  many  do  not 
I  necessarily  consider  this  a  core  activity  vis  a  vis  the  institution's  more  traditional 

and  profitable  mortgage  and  credit  card  operations. 


Many  super  regional  and  regional  batiks  involved  in  export  finance  downsized 
their  export  finance  operations  in  the  late  1970s  and  early  1980s  because  of  the 
LDC  debt  crisis.  One  consequence  of  this  downsizing  has  been  a  shortage  of 

I  seasoned  private-sector  export  finance  managers  and  thus  a  general  lack  of 

I  institutional  familiarity  and  comfort  with  export  finance. 
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The  N.itional  Export  Strategy 


As  more  exports  go  to  developing  or  emerging  market  economies,  these 
shortcomings  will  be  magnified.  TTirough  the  Ex-lm  Bank  and  SBA,  the  U.S. 
goverment  provides  programs  that  directly  help  .small  and  medium-sized 
exporters.  SBA  focuses  on  providing  loan  guarantees  (supplier  financing),  the 
proceeds  of  which  are  used  to  provide  working  capital;  while  Ex-lm  Bank,  which 
also  offers  pre-export  working  capital,  also  provides  loan  and  loan  guarantees  for 
the  exporter's  foreign  buyer  (buyer  export  financing),  the  proceeds  of  which  are 
used  by  the  buyer  to  purchase  the  U.S.  exportet's  goods  or  services. 

Improving  Working  Capital  Financing  for  Small  Business 

To  compensate  for  a  lender's  lack  of  international  experience,  SBA  is  developing 
a  new  tool  to  assess  international  risks  associated  with  export  finance  loans. 
This  tool  will  allow  a  banker  to  ask  between  four  and  seven  yes/no  questions 
about  the  risks  associated  with  the  international  sale  under  its  consideration  for 
working  capital  financing  and  to  assess  the  soundness  of  the  export  transactions 
in  accordance  with  generally  accepted  business  standards.  If  the  answer  to  all 
the  questions  is  yes,  then  the  bank  will  know  that  SBA  considers  the  nature  of 
the  export  deal  sound. 

Once  a  transaction  is  determined  to  be  eligible  using  this  tool,  the  lender  would 
submit  the  results  as  part  of  a  streamlined  application  and  normal  borrower 
credit  analysis.  SBA's  loan  officers  would  then  review  the  application  for 
guarantee  in  the  same  manner  as  for  a  regular  EWCP  loan.  SBA  plans  to 
provide  a  three  day  turnaround  time  for  approval  of  completed  applications. 

Key  to  the  success  of  this  tool  will  be  the  management  of  risk  associated  with 
each  category  of  risk  (foreign  companies,  countries  and  banks).  SBA  will  use  one 
or  more  rating  services  per  category  and  will  manage  the  level  of  losses  by  setting 
the  rating  level  within  each  service  at  an  acceptable  level. 

SBA  believes  that  this  program  refinement  will  significantly  encourage  many  of 
the  7,000  SBA  7(a)  lending  banks  to  enter  the  ttade  finance  field  in  support  of 
their  clients.  As  currently  envisioned,  it  will  focus  on  single  transaction  wotking 
capital  loans.  After  consultation  with  the  Congress,  SBA  will  start  with  a  pilot 
program  limited  to  guarantees  equal  to  ot  less  than  $250,000  for  terms  of  six 
months  or  less  per  transaction  to  be  delivered  through  USEAC  loan  officers. 
Multiple  transactions  can  be  supported  concurrently.  Pending  and  evaluation  of 
the  program,  consideration  may  be  given  to  raising  the  limits. 

SBA  has  identified  the  funds  necessary  for  the  development  of  this  refinement  of 
the  EWCP  this  year  and  is  proceeding  with  project  development.  A  method  for 
collecting  user  fees  firom  each  bank  to  share  future  costs  of  the  project  is  being 
considered.  The  program  will  be  refined  in  consultation  with  Congress  and  their 
private  sector. 
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A  Strategic  Response 


SBAs  refinement  of  the  EWCP  will  overcame  a  number  of  hurdles  to  exporrint; 
for  Kith  the  bank  and  the  exporter: 

•  Short  term  credit  can  be  extended  to  its  clients  by  a  bank  without  experience 
with  export  financing  or  adequate  and  convenient  access  to  trade  financln>; 
expertise; 

•  The  program  will  be  readily  accessible  to  thousands  of  community  banks  th.it 
are  SBA  lenders  but  not  yet  involved  with  this  type  of  trade  finance; 

•  The  costs  and  complications  asstKiated  with  each  loan,  as  well  as  the  amount 
of  paperwork  required  for  each  transaction  will  be  significantly  reduced. 

Recommendation 

•  SBA  will  refine  its  7(a)  Export  Working  Capital  Program  that  would 
enable  7(a)  lenders  (mostly  community  banks)  without  in'house 
international  fiiumce  expertise  to  expand  the  short  term  credit  available 
to  a  small  business  exporter. 

Improving  Export  Trade 

Receivable  Financing  for  Small  Business 

One  of  the  most  basic  obstacles  to  SME  compeinies'  exporting  is  the  availability 
of  reasonably-priced  buyer  financing.  At  the  cote  of  the  problem  is  the  mismatch 
between  the  expertise  of  the  smaller  banks  that  handle  the  bulk  of  SME 
financing  and  the  processes  and  risks  involved  in  financing  export  sales.  The 
small  banks  have  expertise  in  analyzing  the  capabilities  of  the  small  business 
exporter  but  not  foreign  trade  in  general  or  foreign  borrowers  in  particular. 
Foreign  trade  financing  expertise  is  concentrated  in  larger  banks;  however,  these 
banks  cannot  efficiently  deal  with  the  boutique  needs  of  smaller  exporters. 

To  address  the  availability  of  this  kind  of  financing  -  in  an  environment  of  a 
downsized  United  States  government  resources  -  requires  a  program  which 
combines  the  following  components: 

•  Small  banks  with  the  knowledge  of  the  exporter  and  the  capacity  to  originate 
export  transactions  to  take  exporter  performance  risk; 

•  Larger  banks  to  assess  the  credit  risk  of  foreign  buyers  and  bundle  loans 
from  smaller  banks; 

•  Access  to  capital  market  financing  to  provide  liquidity  to  the  banks;  and 

•  De  minimis  long-run  net  personnel  or  subsidy  cost  to  the  United  States 
government. 
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There  are  numemus  examples  of  siiniliar  private-sector  secDnJary  markets  like 
credit  cards,  lonn-term  trade  receivables  and  leasint;  where  smaller  Institutions 
originate  the  loan  and  sell  these  loans  to  larger  financial  institutions,  which  in 
turn  pool  these  loans  into  securities  sold  on  the  capit.il  markets. 

There  are  three  critical  steps  for  small  business  export  finance  to  build  on  the 
housing  market  experience: 

•  Mechanisms  must  be  developed  to  connect  the  export  financing  expertise  of 
large  financial  institutions  and  the  smaller  financial  institutions'  capacity  to 
originate  small  export  transactions  and  assess  exporter  performance  risk; 

•  Structures  and  processes  must  be  devised  to  pool  properly  analyzed  small 
transactions  to  access  capital  market  funds  without  the  need  for  United  States 
government  involvement  at  the  individual  case  level;  and, 

•  U.S.  government  involvement  must  he  limited  to  simple  initial  enhancements 
to  the  credit  ratings  of  the  securities  issued  in  the  capital  market  (i.e.  explicit 
U.S.  government  guarantees).  There  must  also  be  specific  sunset  provisions 
regarding  U.S.  government  involvement. 

Discussions  with  experts  over  the  last  six  months  suggest  that  these  mechanisms, 
structures,  and  processes  can  be  developed,  and  that  the  United  States 
govenment  can  play  a  positive  and  limited  role.  A  start-up  phase  of  five  years  or 
$2  billion  volume,  whichever  is  sooner,  is  estimated.  It  appears  that  the  market 
fundamentals  may  exist,  but  there  is  a  need  for  a  short-run  catalyst  to  act  as  the 
"pump  primer." 

The  advantages  of  this  program  are: 

•  Most  paperwork  will  be  eliminated,  thereby  allowing  small  transactions  to  be 
financed  at  a  reasonable  price. 

•  Relationship  managers  at  local  banks  can  provide  an  important  service  to 
their  clients  without  having  to  become  export  experts. 

•  Banks  no  longer  have  to  carry  the  trade  receivable  as  an  asset  on  their  books. 

•  The  foreign  risk  is  taken  out  of  transactions  for  the  originating  bank  -  the  risk 
with  which  it  is  most  uncomfortable.  The  participating  bank  or  capital 
markets  take  the  foreign  risk,  the  risk  with  which  they  are  most  comfortable. 
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•  The  menu  of  hanking  services  nvailahle  hy  local/community  hanks  is 
expanded,  which,  in  turn,  provides  added  incentives  for  Kxial  export-capable 
companies  to  pursue  the  international  marketplace. 

•  The  areas  of  competitive  strengths  in  the  U.S.  financial  system  are  leveraged 
hy  taking  advantage  of  securiti:atit)n  and  new  techniques  involving  credit 
scoring. 

Recommendation: 

•  Ex'Im  Bank  proposes  the  development  of  a  program  -  modeled  after  the 
home  mortgage  market  -  which  addresses  the  availability  of  reasonably' 
priced  buyer  financing.  It  will  entail  small  banks  taking  exporter 
performance  risk,  larger  banks  assessing  the  credit  risk  of  foreign  buyers, 
and  capital  market  financing  providing  liquidity  to  the  banks  with  de 
minimis  long-run  net  cost  to  the  U.S.  government. 


Ex'Im  will  lead  the  program  development  for  this  proposal  during  FY  1997  on  an 
experimental  basis.  The  investigation  of  the  kind  of  structures  of  interest  to  the 
private  sector  and  the  United  States  government  support  required  will  be  part  of 
Ex-lm's  Fiscal  Year  1997  Strategic  Plan  required  by  the  Government  Performance 
and  Results  Act  (GPRA).  The  process  will  include  consultations  with  banks, 
exporters,  related  United  States  government  agencies,  and  the  Congress.  Both  of 
these  proposed  programs  fit  within  the  existing  charters  and  authorizations  of 
SBA  and  Ex-lm  Bank  and  do  not  require  new  legislation. 


Small  Business 


109 


139 


Emerging  Issues  in 
Commercial  Policy 


140 


Transnational  Bribery 


"I  can  promise  you  that 
the  President  and  his 
Administration  will  do  its 
part  to  ensure  that  bribery 
and  corruption  are  the 
exception,  not  the  rule,  in 
international  commerce/' 


The  Problem 

For  a  number  of  reasor\s  corruptior\  abroad  undermines  our  national  and 
economic  security  here  at  home.  First,  bribery  is  a  barrier  to  trade  which  hurts 
U.S.  commercial  interests.  Bribery  is  essentially  an  unpredictable  and  unfair  tariff 
increase.  U.S.  exporters  are  put  at  a  competitive  disadvantage  (or  precluded  from 
participating  in  major  projects  altogether)  when  foreign  firms  engage  in  bribery, 
while  U.S.  companies  —  because  the  U.S.  is  the  only 
country  which  specifically  outlaws  bribery  of  foreign 
officials  —  do  not.  Bribery  and  corruption  can  have  a 
major  impact  on  U.S.  jobs  and  exports.  Companies  that 
produce  better  products  at  a  better  price  are  penalized  as 
contracts  go  to  sellers  whose  product  would  otherwise  be 
less  desirable.  Often  the  harm  is  not  limited  to  one  lost 
sale:  downstream  exporters  also  lose  potential  sales  of 
replacement  parts  or  servicing,  and  fewer  future  sales  are 
possible  when  scarce  resources  are  spent  on  bribes. 


—  Michael  Kancor, 

Secretary  of  Commerce 


Second,  transnational  bribery  undermines  U.S.  objectives 
to  promote  democracy  and  economic  development  in 
developing  countries.  Bribes  undermine  democratic 
accountability  and  distort  trade  and  investment  in 
countries  where  it  flourishes.    Officials  who  reap  large 
dividends  from  bribes  are  not  accountable  to  their 
citizens;  weak  governments  become  weaker  and  public  trust  is  harder  to  maintain. 
TTie  impact  of  the  resulting  misallocation  of  resources  is  likely  to  be  greatest  in  the 
countries  least  able  to  afford  it.  While  fragile  democracies  are  the  most 
vulnerable,  the  democratic  underpinning  of  even  the  most  developed  countries 
are  threatened  by  corruption  as  it  becomes  more  difficult  to  separate  bribery 
abroad  from  bribery  at  home. 

TTiird,  corruption  abroad  inhibits  our  ability  to  play  a  key  role  in  the 
reconstruction  of  economies  where  we  have  important  foreign  policy  interests.  A 
strong  role  for  U.S.  trade  and  investment  is  critical  to  support  the  peace  process  in 
recently  war-torn  economies.  The  best  way  for  a  peace  process  to  take  hold  and 
become  durable  is  by  creating  a  better  life  through  jobs  in  the  private  sector. 
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A  Strjtefilc  Response 


"Our  prosperity  as  a  nation  in  the  21st 
Century  depends  on  our  ability  to  compete 
and  win  in  international  markets.  The 
Clinton  Administration  has  done  more  than 
any  other  to  help  our  exporters  compete  - 
putting  our  own  economic  house  in  order, 
establishing  an  export  promotion  strategy 
for  the  first  time,  and  negotiating  solid 
agreements  that  will  help  open  markets 
and  level  playing  fields  around  the  world." 

—  Laura  D' Andrea  Tyson , 
Assistant  to  the  President 
for  Economic  Policy 


Brihcry  Kuh  limits  the  aliility  of 
U.S.  companies  to  play  this 
essential  role  and  threatens  the 
estahlishment  of  these  ttayile 
democracies. 

Finally,  hrihery  and  coiruptitw 
affect  the  strength  of  the  global 
trading  system.  In  countries  where 
it  exists,  It  hurts  the  economy  by 
denying  it  the  benefits  ot  trade 
agreements.  And  officials  who 
engage  in  bribery  may  oppose 
negotiations  to  liberalize  their 
economies  because  it  could  disrupt 
relationships  which  benefit  them 
personally. 


While  it  is  difficult  to  measure  the 
fiill  extent  of  its  effect,  we  are  beginning  to  get  a  better  sense  of  the  problem's 
magnitude.  Since  the  Organization  for  Economic  Cooperation  and  Development 
(OECD)  adoption  of  anti-bribery  recommendations  in  mid- 1994,  we  have  learned 
of  significant  allegations  of  bribery  by  foreign  firms  in  139  international 
commercial  contracts  valued  at  $64  billion.  We  estimate  U.S.  firms  lost  36  of 
these  contracts,  valued  at  approximately  $11  billion.  Since  these  figures  represent 
only  those  cases  which  have  come  to  our  attention,  we  suspect  the  magnitude  of 
the  problem  is  much  greater  than  these  estimates  suggest.  Bribery  continues  to  be 
pivotal  in  many  export  competitions,  with  the  bribing  companies  still  winning  an 
estimated  80  percent  of  the  contract  decisions. 

Traditional  competitors  of  U.S.  companies  from  other  OECD  nations  have  paid 
the  lion's  share  of  transnational  bribes  in  the  past.  As  OECD  governments  move 
toward  officially  discouraging  the  practice,  the  preponderance  of  the  practice  in 
these  markets  may  diminish.  But  it  is  clear  that  this  has  become  a  worldwide 
problem  as  companies  from  non-OECD  countries  have  begun  to  engage  more 
actively  in  bribery. 

Transnational  bribery  is  often  masked  by  euphemistic  terms,  such  as 
"inducement,""gratuity,"  "sweetener"  or  "commission."  It  generally  involves  a 
company  from  an  industrialized  country  offering  an  illicit  payment  to  a 
developing  country  public  official  with  perceived  or  real  influence  over  contract 
awards.  The  influence  sought  varies  from  shifting  a  contract  award  to  a  favored 
bidder  or  at  an  exhorbitant  price,  to  garnering  a  judge's  favorable  niling,  <ir  ro 
ensuring  that  a  civil  service  position  is  awarded  to  a  sympathetic  individual. 
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Major  contracts  in  infrastructure  or  defense  may  he  so  large  that  a  hribe  which  is 
very  small  -  from  the  bidder's  point  of  view  -  is  nonetheless  a  fortune  to  a 
government  official.  Although  even  a  relatively  small  hribe  may  be  effective, 
recent  examples  exist  of  European  firms  offering  agent  commissions  of  20 
percent  or  more  on  a  $1  billion  contract  in  an  Asian  market  if  the  European 
aircraft  was  chosen. 

Our  Recent  Success 

The  U.S.  has  led  the  charge  against  bribery  and  corruption  on  several  fronts,  and 
over  the  past  year  we  have  made  progress.    We  have  worked  to  stop 
transnational  bribery  on  both  the  "supply"  and  "demand"  side  of  the  problem  — 
making  it  disadvantageous  for  companies  to  pay  bribes  as  well  as  making  it 
difficult  for  those  awarding  contracts  to  be  influenced  by  bribes  when  doing 
business.  We  have  also  supported  initiatives  in  various  crosscutting  fora,  such  as 
the  World  Trade  Organization  (WTO),  the  Organization  of  American  States 
(OAS),  Asia-Pacific  Economic  Cooperation  (APEC)  fora  and  the  United 
Nations  (UN).  We  also  are  looking  at  other  domestic  near-term  measures  that 
will  be  meaningful  for  the  U.S.  business  community  as  these  multilateral  steps 
take  root.  TTiese  efforts  actively  involve  the  Departments  of  State,  Treasury, 
Commerce  and  Justice,  and  the  Office  of  the  U.S.  Trade  Representative. 

On  the  supply  side  of  the  equation,  a  key  obstacle  has  been  that  no  other 
country  specifically  outlaws  foreign  corruption.  U.S.  firms  have  been  prohibited 
from  bribing  foreign  officials  since  1977  under  the  Foreign  Corrupt  Practices 
Act.  WTiile  we  had  hoped  other  countries  would  follow  our  lead,  they  have  not 
yet  followed  suit,  although  a  few  countries  have  stated  publicly  that  their 
existing  criminal  statutes  can  cover  bribery  abroad.  As  a  result,  many  of  our 
trading  partners'  domestic  corporations  are  legally  able  to  pay  bribes  to  foreign 
officials  while  American  companies  cannot. 

Our  major  initiative  to  stop  the  flow  of  bribes  from  countries  whose  companies 
engage  in  corruption  has  been  in  the  OECD.  Our  agenda  has  been  to  get  other 
OECD  countries  to  join  us  in  making  international  bribery  a  criminal  offense 
and  to  discourage  bribery  through  other  legal  changes  (such  as  eliminating  tax 
deductibility).    Events  this  year  have  moved  us  closer  to  our  goal. 

The  U.S.  launched  its  first  efforts  to  multilateralize  prohibitions  on  transnational 
bribery  in  the  OECD  shortly  after  the  1977  passage  of  the  Foreign  Corrupt 
Practices  Act.  After  unsuccessful  attempts  in  the  1980s  to  develop  meaningful 
disciplines  building  on  an  anti-bribery  provision  in  the  OECD's  Guidelines  on 
Multinational  Enterprises,  the  United  States  proposed  negotiation  of  an 
international  agreement  in  the  OECD  on  the  prohibition  of  overseas  bribes  (as 
mandated  by  the  1988  Trade  Act).  In  1993  the  Clinton  Administration  elevated 
U.S.  efforts  to  secure  action  in  the  OECD  by  involving  high-level  officials  from 
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the  State  and  Treasury  Departments.  The  United  States  sponsored  the  1994 
OECD  Recommendation  on  Bribery  in  International  Business  Transactions  that 
calls  on  member  states  to  "take  concrete  and  meaningful  steps"  to  deter,  prevent 
and  combat  bribery  of  foreign  public  officials. 

The  first  significant  OECD  steps  on  bribery  came  to  fruition  at  the  May  1996 
Ministerial  Conference.  First,  the  OECD  adopted  the  Recommendation  on  Tax 
Deductibility  of  Bribes  to  Foreign  Public  Officials,  which  calls  on  members  that 
allow  the  tax  deductibility  ot  bribes  to  "reexamine  such  treatment  with  the 
intention  of  denying  this  deductibility"  (more  than  half  of  the  OECD  member 
states  treat  international  bribery  as  a  business  expense,  hence  consider  it  tax 
deductible).  Second,  OECD  Ministers  made  a  political  commitment  to 
criminalize  bribery  "in  an  effective  and  coordinated  manner,"  and  to  examine 
the  "modalities  and  appropriate  international  instruments  to  facilitate 
criminalization  and  consider  proposals  in  1997." 

Next  steps  at  the  OECD  are  for  countries  to  report  to  November  and  February 
working  group  meetings  the  actions  they  have  taken' in  implementing  these 
recommendations.  TTiese  will  form  the  basis  for  a  Secretariat  report  to  the  May 
1997  OECD  Ministerial.  Our  hope  is  that  the  outcome  of  that  process  will  be 
agreement  on  principles  for  criminalization  and  means  to  implement  those 
principles.  At  the  June  1996  Lyon  Summit  our  OECD  efforts  were  reinforced 
when  the  G-7  resolved  to  combat  corruption  in  international  business  trans- 
actions through  supporting  ongoing  efforts  in  other  multilateral  organizations. 

On  the  demand  side  of  the  problem  we  have  been  working  to  implement  a  new 
OAS  convention  criminalizing  transnational  bribery  and  to  implement  the  anti- 
corruption  certification  process  included  in  financing  supported  by  the  North 
American  Development  Bank  (NADBank). 

Recent  success  in  the  Organization  of  American  States  (OAS)  on  an  Inter- 
American  Convention  Against  Corruption  indicates  bribery  is  a  problem  of 
concern  not  only  to  the  U.S.  —  it  is  a  hemispheric  issue  that  other  OAS 
countries  also  recognize  as  a  priority.  The  Convention,  which  came  about  as  a 
result  of  the  1994  Summit  of  the  Americas  Plan  of  Action,  was  completed  in 
March  1996.  It  has  been  signed  by  23  of  the  total  35  OAS  member  states,  but 
has  not  yet  been  ratified  by  any  country. 

Among  other  achievements,  it  is  the  world's  first  anti-corruption  treaty  which 
requires  signatories  to  criminalize  bribery  of  foreign  officials.  Signatories  must 
update  their  domestic  legislation  to  criminalize  a  set  of  specific  corrupt  acts 
related  to  bribery  and  illicitly  obtained  benefits.  Cooperation  among  signatories 
is  strengthened  on  extradition,  mutual  legal  assistance,  and  asset  forfeiture  for 
corruption-related  crimes. 


Transnational  Bribery 


115 


144 


The  /V.K/on.i/  Exptyrt  Str<ilegy 


I   While  the  Convention  docs  not  set  specific  JeaJlines  fot  implementation  ot  these 
I   commitments,  discussion  is  already  underway  on  ways  to  help  member  countries 
j   rewrite  laws  and  regulations  to  comply  and  technical  and  other  assistance  to 
j  facilitate  the  priKess.  The  OAS  Secretary  General  is  required  to  report  to  next 

summer's  General  Assembly  on  member  countries'  projjress  in  adopting  and 

implementing  required  changes. 

I   In  the  NAFTA-created  NADBank,  the  U.S.  successtully  won  agreement  from  its 
NAFTA  partner  Mexico  in  1996  that  its  guidelines  require  companies  to  certify 
that  they  have  not  engaged  in  bribery  of  foreign  or  domestic  officials  in  projects 
funded  by  NADBank.  Companies  must  also  have  corporate  policies  that  prohibit 
bribery  and  must  assert  that  they  have  not  been  convicted  of  bribery  within  five 
years  of  the  certification,  if  NADBank  discovers  that  a  company  has  been 
convicted  of  bribery,  it  may  debar  that  company  from  future  participation  in  a 
NADBank  funded  or  guaranteed  project. 
Secretary  Rubin  has  urged  that  the 
Multilateral  Development  Banks  (MDBs), 
including  regional  banks,  press  for  similar 
procedures  in  the  projects  that  they  fund 
or  guarantee. 


'^Bribery  and  corruption  in  international 
commercial  transactions,  if  left 
unchecked,  have  the  potential  to 
undermine  existing  multilateral  trade 
disciplines.  The  Administration  is 
pursuing  a  comprehensive  strategy  to 
counter  this  threat,  leading  efforts  in  the 
OECD  to  criminalize  bribery  and 
corruption,  coordinating  initiatives  in  the 
WTO,  APEC,  and  FTAA  to  increase 
transparency  in  government  procurement 
practices  worldwide,  and  pressing  other 
countries  to  give  priority  to  this  issue." 

—  Ambassador  Charkne  Barshefsky, 
Acting  U.S.  Trade  Representadve 


Crosscutting  Measures  to 
Combat  Corruption 

The  United  States  is  pursuing  initiatives  in 
many  multilateral  fora  that  will  reduce 
transnational  bribery  even  as  they  pursue 
other  U.S.  objectives.  We  will  attempt  to 
launch  negotiations  at  the  December 
Singapore  Ministerial  on  an  interim  agreement 
to  increase  the  openness  and  transparency  of 
foreign  government  procurement  -  which  will 
have  direct  market  access  benefits  for  U.S. 
firms.    We  are  also  working  with  the  World 
Bank  and  other  multilateral  development 
banks  to  assist  them  in  establishing  procedures 
that  guard  against  bribery  and  corruption  in 
projects  which  they  sponsor.  And  we  are  looking  at  other  effective  measures  we 
can  take  domestically  that  will  help  equalize  the  competitive  posture  of  U.S.  firms 
in  major  project  competitions  with  other  foreign  companies. 

In  the  World  Trade  Organization  (WTO)  our  near-term  goal  is  an  interim 
arrangement  negotiated  with  all  WTO  members  which  would  promote 
transparency,  openness  and  due  process  as  a  step  towards  a  subsequent 
comprehensive  WTO  procurement  agreement. 
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Membership  in  the  new  WTO  Government  PrDcurement  Agreement  (GPA), 
which  took  force  on  January  1,  is  voluntary  rather  than  mandatory  tor  WTO 
members.  Signatories  are  predominantly  industrialized  countries,  includinj;  the 
United  States,  Canada,  the  EU  member  states,  Israel,  Japan,  Norway,  the  Republic 
of  Korea  and  Switzerland.  The  United  States  is  continumf^  to  encourajie 
individual  countries  to  accede  to  the  GPA  with  negotiations  now  onj^oin^;  with 
Singapore  and  Taiwan,  but  most  WTO  Members  have  indicated  that  they  are  not 
ready  because  its  strict  disciplines  would  require  substantial  changes  m  domestic 
laws  and  procedures.  As  a  result,  many  key  matkets  in  Asia,  the  Americas, 
Eastern  and  Central  Europe  and  Africa  are  not  subject  to  the  rigorous  disciplines 
of  the  Government  Procurement  Agreement.  Estimates  of  the  value  of 
prcKuiemenc  markets  in  these  countries  are  in  the  trillions  of  dollars. 

To  move  more  countries  towards  implementing  government  ptocurement  reforms 
and  evennial  commitment  to  the  GPA,  the  United  States  and  some  of  out  trading 
partners  have  agreed  to  seek  consensus  at  the  Singapore  Trade  Ministerial  on  a 
mandatory  WTO  interim  procurement  accord  including  disciplines  on 
transparency,  openness  and  due  process.  This  understanding  was  reached  at  the 
Kobe  Ministerial  this  Apnl  among  the  Quad  countries  (the  U.S.,  Japan,  EU  and 
Canada),  and  reiterated  at  the  G-7  Ministerial  in  July.  Disciplines  may  include 
publicizing  procurement  opportunities,  setting  out  specific  evaluation  criteria, 
awarding  of  contracts  strictly  on  the  basis  of  specified  criteria  and  providing  access 
to  independent  review  bodies  to  challenge  procurement  decisions. 

In  the  Asia-Pacific  Economic  Cooperation  Forum  (APEC)  and  the  Free  Trade 
Area  of  the  Americas  (FTAA)  we  are  opening  a  dialogue  with  developing 
countries  on  transparency  and  accountability  on  procurement  and,  in  the  ptocess, 
building  a  consensus  for  a  WTO  initiative  prior  to  the  Singapore  Ministerial.  The 
Action  Plan  of  the  Summit  of  the  Americas  calls  on  the  "governments  of  the 
world  to  adopt  and  enforce  measures  against  bribery  in  all  financial  or  commercial 
transactions  within  the  Hemisphere."  APEC's  Osaka  Action  Agenda  called  on 
Member  economies  to  achieve  transparency  in  their  procurement  laws  and 
procedures.  After  the  Ministerial,  efforts  in  these  regional  groups  are  intended  to 
complement  WTO  work. 

In  the  United  Nations  the  U.S.  introduced  a  proposal  for  a  "United  Nations 
Declararion  on  Corruption  and  Bribery  in  Transnational  Commercial  Activities" 
at  the  July  1996  session  of  the  UN  Economic  and  Social  Council,  which  calls  on 
member  states  to  crimiiialize  bribery  (domestic  or  transnational)  and  prohibit  tax 
deducribility  of  bribes.  The  U.S.  has  also  played  an  instrumental  role  in  the 
development  of  a  Model  Procurement  Law  of  the  United  Nations  Commission  on 
International  Trade  Law  (UNCITRAL).  The  Law  is  designed  to  promote 
transparency  and  objectivity  in  public  ptocurement  proceedings;  it  specifically 
requires  the  rejection  of  a  tender,  proposal,  offer  or  quotation  if  it  is  accompanied 
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hy  a  bribe  from  a  supplier  or  contractor.  Most  recently  Poland  and  Albania 
adopted  the  law,  and  a  number  of  other  countries  are  considering  its 
implementation. 

The  U.S.  has  pursued  an  aggressive  anti-bribery  strategy  through  the  Multilateral 
Development  Banks  (MDBs)  to  strengthen  guidelines  for  procurement  in 
contracts  they  finance.  In  1995,  the  World  Bank  revised  its  procurement  rules  for 
goods  and  works  to  strengthen  transparency,  mandate  the  use  of  Standard  Bidding 
Documents,  incorporate  written  guidance  to  bidders,  and  tighten  and  clarify 
bidding  procedures.  These  revisions  are  safeguards  against  bribery  and 
corruption,  and  are  supplemented  by  ongoing  Bank  training  and  technical 
assistance  for  member  governments'  contracting  officials  and  auditors. 

This  year  the  World  Bank  took  additional  action  against  bribery  by  explicitly 
stating  that  it  is  the  Bank's  policy  not  to  tolerate  fraud  or  corruption  on  Bank- 
financed  contracts  by  bidders  or  borrowers.  Anti-bribery  amendments  to  the 
World  Bank's  loan  conditions,  procurement  rules,  and  standard  bidding 
documents  were  approved  in  July  1996.  The  amendments  require  disclosure  of 
commissions  and  gratuities  paid  or  to  be  paid  to  agents  relating  to  their  bids  or  to 
contract  execution  on  World  Bank  financed  contracts.  Sanctions  were 
incorporated  into  the  procurement  rules.  The  Bank  will  reject  proposals  for 
contract  award  or  cancel  the  portion  of  the  loan  if  the  bidder  or  the  borrower  has 
engaged  in  fraud  or  corruption  in  the  procurement  or  execution  of  the  contract. 
Companies  determined  by  the  Bank  to  have  engaged  in  corrupt  or  fraudulent 
practice  will  be  blacklisted  from  participation  in  Bank-financed  contracts,  either 
indefinitely  or  for  a  stated  period  of  time.  These  amendments  are  major  steps 
forward. 

World  Bank  management  has  also  proposed  three  interrelated,  constructive 
approaches  to  controlling  corruption  through  1 )  economic  policy  reforms  in 
developing  countries,  2)  institutional  reforms  in  developing  countries,  and  3)  the 
Bank's  fiduciary  responsibility  on  its  projects.  These  approaches  will  be  more  fully 
explored  in  discussions  with  the  Board  later  this  year.  Simultaneously,  we  are 
pressing  the  Bank  to  enhance  its  supervision  of  procurement  through  increased 
procurement  staffing,  more  rigorous  headquarters  review  of  procurement,  limited 
delegation  of  procurement  oversight  to  field  offices,  and  comprehensive  one-stop 
advertising. 

The  World  Bank  procurement  reforms  reflect  useful  interchange  on  the 
corruption  issue  between  Bank  management  and  U.S.  business  community 
representatives,  as  well  as  with  U.S.  government  officials.  An  exchange  of  letters 
between  the  President  of  the  World  Bank  and  the  Chairman  of  the  Business 
Roundtable's  International  Trade  and  Investment  Task  Force  has  helped  inform 
World  Bank  staff  efforts  in  preparing  amendments  to  pnxurement  guidelines  ^nd 
bidding  documents. 
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The  Development  Committee  of  the  World  Bank  and  the  International 
Monetary  Fund  addressed  international  bribery  as  part  of  its  major  examination 
begun  in  late  1994.  In  a  report  released  in  March  1996,  the  Development 
Committee  Task  Force  emphasized  the  MDBs'  important  role  in  helping  member 
countries  create  and  maintain  an  environment  ot  effective  government  and  a 
strong  civil  society,  including  a  reliable  framework  of  rules  and  institutions.  The 
report  recommended  that  MDBs  coordinate  procurement  policies  and  rules. 

Treasury  Secretary  Rubin  has  strongly  endorsed  this  task  force  recommendation 
and  has  urged  its  incorporation  into  the  ongoing  reform  efforts  now  underway  at 
all  of  the  multilateral  development  banks.  He  has  underscored  the  need  for  the 
institutioiu  to  establish  uniform  procurement  rules  harmonized  to  the  highest 
standard,  the  required  use  of  standard  bidding  documents,  strong  headquarters 
oversight  of  the  procurement  process,  and  address  transnational  bribery  on  a 
collaborative  basis. 

Domestic  Initiatives  Against  Bribery 

While  we  continue  to  work  abroad  in  all  available  multilateral  fora,  we  must 
also  ensure  our  domestic  policies  discourage  bribery  and  corruption  on  the  part 
of  both  U.S.  companies  and  companies  abroad  which  benefit  from  U.S.  programs. 

To  this  end,  we  will  add  an  anticorruption  amendment  to  ensure  that  our 
Advocacy  Guidelines  promote  equitable  competitive  conditions  for  U.S. 
companies  and  so  that  our  advocacy  assistance  is  not  used  in  any  manner  that 
would  promote  transnational  bribery.  These  guidelines  outline  the 
circumstances  under  which  the  U.S.  government  provides  support  for  companies 
submitting  international  commercial  bids  or  proposals.  This  support  can  take 
the  foim  of  letters,  representations,  or  other  interventions  by  U.S.  officials. 

Several  U.S.  companies  have  expressed  concern  that  under  the  current 
Advocacy  Guidelines,  foreign-owned  U.S.  companies  may  be  able  to  take 
advantage  of  U.S.  advocacy  assistance  while  their  foreign  parent  company  (or  its 
subsidiaries)  may  nonetheless  engage  in  the  bribery  of  foreign  government 
officials.  We  will  amend  our  guideline  procedures  to  address  this  problem. 

While  U.S.  companies  must  comply  with  the  Foreign  Corrupt  Practices  Act 
(FCPA)  to  benefit  from  advocacy  support,  foreign  parents  and  affiliates  of  U.S. 
entities  seeking  assistance  are  not  subject  to  the  FCPA.  Therefore,  we  are 
amending  the  Advocacy  Guidelines  to  condition  the  provision  of  advocacy 
support  on  the  U.S.  entity  and  its  foreign  parent  and  affiliates  not  paying  bribes 
in  connection  with  the  transaction  for  which  advocacy  support  is  sought  and 
their  maintaining  a  policy  prohibiting  the  bribery  of  foreign  officials. 
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The  Export-Import  Bank  (Ex-Im  Bank),  hetore  it  approves  a  (.liNhursement 
under  a  loan  or  guarantee,  requires  the  U.S.  supplier  to  submit  a  Supplier's 
Certiticate  signed  by  n  company  iifficer  which  di.scioses  any  discounts, 
allowances,  rebates,  commissions,  tees  or  payments  other  than  those  that  are 
disclosed  in  the  invoices,  are  payable  to  regular  lull-time  employees  for  regular 
compensation,  are  regular  commissions  or  fees  in  the  ordinary  course  ot  business 
to  regular  agents  or  representatives,  or  are  bank  letter  of  credit  fees. 

Under  the  insurance  program,  at  the  time  of  claim  tiling  Ex-Im  Bank  requires  the 
policyholdet  or  the  supplier,  as  appropriate,  to  submit  the  same  intormation 
regarding  the  insuted  transaction.  This  information,  together  with  payments 
disclosed  in  the  invoices,  is  subject  to  questioning  by  Ex-lm  Bank  staff.  False 
representations  can  subject  the  certifying  party  to  the  penalties  provided  by  law 
for  the  making  of  false  statements  in  applications  relating  to  Federal  government 
programs.  If  any  payments  disclosed  in  the  Supplier's  Certificate,  claim 
documentation  or  invoices  appear  to  be  inappropriate  to  the  normal  course  ot 
doing  business,  Ex-lm  Bank  may  refer  the  matter  to  the  U.S.  Justice  Department 
for  further  investigation.  In  addition,  Ex-lm  Bank's  documentation  for  long-term 
transactions  contains  representations  by  the  borrower  and  the  suppliers  that  the 
purchase  contract  and  the  performance  by  the  parties  of  their  obligations  under 
it  does  not  violate  any  applicable  laws.  Failure  of  this  representation  to  be  true 
constitutes  an  event  of  default,  giving  Ex-lm  Bank  the  right  to  exercise  all  of  the 
rights  and  remedies  available  under  the  financing  agreement  and  under 
applicable  laws. 

To  minimize  any  possibility  of  bribery  in  connection  with  transactions  which  Ex- 
Im  Bank  might  support,  Ex-lm  Bank  lecently  revised  its  supplier  certificate  to 
require,  in  addition  to  the  information  already  required  from  the  suppliers  as 
described  above,  disclosure  of  offers  or  other  arrangements  by  the  supplier  or  by 
third  parties  for  any  payments  not  already  disclosed  in  the  invoices  submitted  to 
Ex-lm  Bank.  This  additional  lequirement  seeks  to  uncover  unusual  payments 
that  take  place  with  the  knowledge  of  the  supplier,  but  that  are  not  made  directly 
by  the  supplier. 

The  Overseas  Private  Investment  Corporation  (OPIC)  requires  that  U.S. 
companies,  investment  funds,  and  joint  ventures  supported  by  OPIC  financing 
(including  foreign  subsidiaries  that  ate  obligors  on  such  financing)  represent  and 
covenant  that  their  projects  comply  with  the  FCPA  and  all  other  applicable  laws, 
including  applicable  foreign  laws,  pertaining  to  corrupt  practices.  A  violation  of 
these  provisions  could  lead  to  a  default  on,  or  suspension  of,  OPIC  financing, 
creating  significant  deterrents  to  such  practices. 
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Similarly,  OPIC  insurance  contracts  provide  tli;it  no  compensation  will  he  piud  if 
corrupt  practices  by  the  insured  are  the  preponderant  cause  of  any  otherwise 
covered  loss.  Thus,  OPIC  could  decline  to  pay  a  claim  If  it  determines,  tor 
example,  that  the  insured  precipitated  a  claimed  loss  hy  attempting  to  hrihe  or 
actually  bribing  foreign  officials. 

OPIC  is  also  in  the  process  of  amending  its  insurance  application  form  to  obtain 
representatior«  and  covenants  like  those  in  its  finance  d^Kumentation.  Breach 
of  such  provisions  could  lead  to  termination  of  Insurance  or  denial  of 
compensation  for  any  otherwise  covered  loss. 

The  United  States  Agency  for  International  Development  (USAID) 

cooperates  with  OECD  donor  partners  to  reduce  opportunities  for  transnational 
bribery  in  projects  funded  by  bilateral  assistance.  USAID  also  promotes  "good 
governance"  in  developing  countries,  which  builds  institutional  capacity  to 
fight  corruption. 

This  May  OECD  Development  Assistance  Committee  Members  (United  States, 
Germany,  Austria,  Belgium,  Canada,  Denmark,  Spain,  France,  Finland,  Italy, 
Japan,  Norway,  New  Zealand,  Portugal,  UK,  Sweden  and  Switzerland)  adopted  a 
statement  of  principle  to  include  anticorruption  provisions  in  bilaterally-fiinded 
procurement  contracts. 

Beginning  October  1, 1996,  USAID  will  require  an  anti-corruption  statement  in 
its  bilateral  assistance  procurement  contracts  which  will  prohibit  bribery  and 
subject  any  such  contracts  to  cancellation  and  legal  action.  However  there  is  no 
specific  date  by  which  other  Development  Committee  Members  are  required  to 
implement  this  recommendation.  Members  will  report  to  the  Committee  in 
December  19%  on  their  progress  toward  implementation. 

USAID  directly  and  indirectly  reduces  transnational  bribery  by  providing 
technical  assistance  to  developing  countries'  governments,  private  voluntary 
organizations  and  Non-Governmental  Organizations  (NGOs)  to  encourage 
respect  for  the  rule  of  law  and  strengthen  government  accountability.  USAID 
combats  bribery  and  corruption  in  sectors  where  corruption  is  often  endemic. 

Focusing  on  three  areas,  these  anri-corruption  programs  include  activities  which: 

•  Develop  integrated  financial  marwgement  systems  and  promote  legal  reform 
in  public  and  private  sectors; 

•  Encourage  collaboration  between  citizens  and  government  officials  to  develop 
transparent  and  accountable  governments.  This  includes  active  NGO 
participation  in  identifying,  planning  and  Implementing  initiatives  which 
attack  corruption  at  its  base;  and  promote  higher  standards  in  government 
practice  and  ethics;  and 
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''The  United  States  Information 
Agency  is  placing  a  high  priority 
on  U.S.  trade  and  economic  policy 
initiatives  through  its  many 
contacts  with  key  foreign 
audiences,  its  multilingual  media 
and  programming  efforts,  and 
media  assistance  to  high-level 
American  trade  delegations  and 
trade  events  abroad." 

— ]oseph  Duffey,  Director 

United  States  /n/ormadon  Agency 


•  Provide  support  to  NGOs  and  academics  to  enhance  understanding  of 
corruption's  social  costs  and  develop  incentives  for  effective  anti-corruption 
programs. 

USAID's  programs  include  a  grant  to  the  NGO  Transparency  International 
which  has  facilitated  the  development  of  local  anti-corruption  NGOs  in  over  40 
nations.  In  addition,  USAID  continues  to  coordinate  various  conferences 
which  are  used  as  catalysts  for  developing  anti-corruption  strategies  within 
governments. 

USIA  officers  have  worked  with  Embassy  country  teams  throu^out  the  world 
to  encourage  good  government  practices  and  to  highlight  the  economic  costs  of 
corruption  to  developing  countries.  They  have  also 
helped  persuade  governments  of  developed 
countries  to  criminalize  corruption  of  foreign 
government  officials.  In  cooperation  with  USAID, 
USIA  arranged  a  four-hour  television  interactive  for 
Latin  America  on  the  Convention  Against 
Corruption.  A  1994  USIA  conference  on 
corruption  in  Brazil  led  to  the  creation  of  an 
indigenous  non-governmental  organization  which 
last  year  held  regional  conferences  in  major 
Brazilian  cities  and  an  international  conference  in 
Sao  Paulo.  USIA  programming  has  led  to  the 
founding  of  a  Brazilian  branch  of  Transparency 
International  and  two  state-level  non-government 
organizations  to  combat  corruption.  USIA  has  also 
implemented  an  outreach  program  in  Africa, 
sending  sjjeakers  to  Tanzania,  Uganda,  Kenya  and 
Ethiopia  to  discuss  preventing  corruption  in 
economic  institutions  to  safeguard  development 


USIA  will  continue  to  strengthen  its  efforts  on  several  fronts  by  providing 
authoritative  spokespersons  on  a  regular  basis  to  USIA  media  -  VGA,  Worldnet 
TV,  Wireless  File  and  Foreign  Press  Centers  -  to  keep  foreign  governments  and 
public  informed  of  U.S.  policies  on  bribery.  The  agency  will  continue  exchange 
and  information  programs  to  better  inform  foreign  decision-makers  on  bribery 
issues,  contribute  to  civic  education  programs  that  build  public  awareness  of  the 
civic  and  economic  damage  caused  by  corruption  and  conduct  foreign  public 
opinion  research  and  foreign  media  reaction  to  document  and  analyze  foreign 
views  about  anti-corruption  campaigns. 
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The  Strategy 

•  Accord  top  priority  to  pursuing  criminalization  of  commercial  bribery 
through  the  OECD  in  1997. 

•  Monitor  closely  OECD  countries'  implementation  of  their  commitments 
to  eliminate  the  tax  deductibility  of  bribes. 

The  tajc  deductibility  of  bribes  is  a  classic  form  of  export  subsidy.  Several 
countries  have  taken  steps  to  eliminate  this  practice  in  accordance  with  their 
OECD  commitments,  and  we  will  be  monitoring  progress  in  this  area  closely. 

■  Seek  agreement  at  the  Singapore  Trade  Ministerial  on  a  firm  schedule  for 
negotiating  and  concluding  the  Interim  Agreement  on  Government 
Procurement. 

•  Work  in  APEC  and  the  Free  Trade  Area  of  the  Americas  (FTAA)  to 
promote  transparency  and  accountability  in  member  countries' 
procurement  practices  and  seek  APEC  and  FTAA  groups'  active  support 
for  Singapore  Ministerial  WTO  negotiations. 

•  Create  a  process  to  urge  the  prompt  implementation  of  the  OAS 
Convention  and  signing/ratifying  by  all  outstanding  OAS  members. 

Use  embassy  reporting  to  backstop  progress  monitoring  by  the  official 
OAS  mechaiusm. 

•  Continue  work  with  international  financial  institutions  to  ensure  they 
implement  the  G-7  mandate  on  increased  transparency  and 
standardization  in  procurement. 

—  Seek  to  strengthen  MDB  procurement  oversight  at  MOB  headquarters  and 
opftose  delegation  of  procurement  oversight  to  field  offices  in  project 
countries.  Seek  other  governments'  active  participation  in  both  efforts. 

—  Seek  commitment  of  the  World  Bank  and  other  regional  MDBs  to  require 
companies  to  commit  that  they  have  not  engaged  in  bribery  of  foreign  or 
domestic  officiak  in  bank-financed  projects  and  that  they  have  corporate 
policies  that  prohibit  bribery. 

—  EiKourage  the  World  Bank  and  other  regional  development  banks  to  take 
steps  to  ensure  no  bribery  takes  place  in  connection  with  any  project  for 
which  they  are  providing  financial  assistance,  through  the  inclusion  of 
strong  anti-corruption  provisions  prohibiting  the  bribery  of  foreign 
officials  in  tender  and  loan  documents,  followed  by  strict  auditing  and 
accounting  measures  to  ensure  compliance. 
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•  Amend  Ex-Im  Bank's  Supplier  Certificate  to  minimize  any  possibility  of 
bribery  occurring  in  transactions  in  which  Ex-Im  Bank  may  support. 

In  addition  to  disclosing  irregular  payments  made  by  the  supplier,  suppliers 
will  be  required  to  disclose  offers  of  irregular  payments  and  irregular  payments 
made  to  the  buyer  by  third  parties.  This  requirement  will  help  uncover 
irregular  payments  that  take  place  with  the  encouragement  or  approval  of  the 
supplier,  but  that  are  not  made  directly  by  the  supplier. 

•  Amend  OPIC's  insurance  application  to  strengthen  anti-bribery 
provisions  and  to  require  applicants  to  agree  that  projects  will  be  carried 
out  in  compliance  with  all  applicable  U.S.  and  foreign  laws,  including 
those  related  to  corrupt  practices. 

•  Amend  the  U.S.  government's  Advocacy  Guidelines  to  condition 
advocacy  assistance  on  the  firm  and  its  foreign  parent  or  affiliates: 

( 1 )  not  paying  a  bribe  in  connection  with  the  transaction  for  which  advocacy 
is  sought,  and  (2)  maintaining  and  enforcing  a  policy  prohibiting  the  bribery 
of  foreign  officials.  Companies  must  adhere  to  these  conditions  to  receive 
advocacy  support. 

•  Establish  at  the  Commerce  Department  a  hotline  for  reporting  possible 
instances  of  bribery  of  foreign  officials  by  non-U.S.  companies. 

The  hotline  will  provide  a  centralized,  easily  accessible  location  for  reportmg 
information  on  a  confidential  basis.  The  information  collected  will  assist  the 
U.S.  government  in  assessing  the  nature  and  extent  of  foreign  bribery  and  in 
formulating  effective  anti-bribery  initiatives. 

•  Continue  USAID  efforts  to  ensure  that  bilateral  donor  groups  counteract 
transnational  bribery  through  controls  on  bilaterally  funded  procurement 
and  through  efforts  to  support  good  governance  reforms. 

•  Support  the  activities  of  nongovernmental  organizations  like 
Transparency  International  in  their  efforts  to  combat  international 
business  corruption. 

•  Consult  regularly  with  the  business  community  for  their  input  on 
implementation  of  the  commitments  we  have  already  obtained  and  new 
ideas  on  ways  to  curtail  transnational  bribery. 
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"Standards,  testing,  and  certification 
requirements  have  been  identified  as 
the  most  important  impediment  to  a 
truly  open  and  vigorous  Transatlantic 
marketplace.  These  non-tariff 
impediments  hamper  U.S.  companies 
not  only  in  Europe,  but  in  Latin 
America,  Asia,  and  other  markets  as 
well.  As  a  long-term  solution,  we  need 
to  move  toward  globally  harmonized 
standards  and  mutual  recognition  in 
key  areas  where  industry  has  indicated 
that  this  will  help." 

—  Ambassador  Stuart  E.  Eizenstat, 
Undersecretary, 
Intemaaonal  Trade  Admmistratkm 


Strategic  Standards  Commercial  Policy 

Standards  and  conformity  nssessment  requirements  imposed  by  other  national 
and  regional  authorities  have  become  critical  factors  in  determininf;  the 
ct>mpetitiveness  of  American  firms  and  workers.  While  we  have  long  recognized 
the  importance  of  standards  in  defining  future  market  share  tor  its  prixJucts,  it  is 
evident  -  particularly  in  the  emerging  economies  - 
that  the  U.S.  must  develop  a  more  proactive,  strategic 
standards  commercial  pt)licy  to  ensure 
that  U.S.  companies  are  not  unfairly  precluded  from 
competing  for  contracts  in  our  most  promising 
markets. 


The  challenge  is  significant.  The  cost  and  delays  that 
are  inherent  in  meeting  foreign  buyer  requirements 
can  very  often  determine  a  company's  ability  to 
penetrate  an  export  market.  Typically,  most 
businesses  do  not  have  the  resources  to  gather  the 
requisite  standards  information  for  market  access, 
perform  in-house  testing  or  afford  the  high  costs  of 
submitting  dozens  of  their  products  for  compliance 
assessment  by  different  standards  and  regulatory 
bodies  in  various  markets  around  the  world. 


Standards  Impact  International  Competition 

Tl\e  success  of  the  Uruguay  Round  and  the 
progressive  implementation  of  large  tariff  reductions 
have  combined  to  help  open  international  markets 
and  provide  new  opportunities  for  both  large  and  small  U.S.  businesses.  New 
technologies  and  new  priorities  -  such  as  environmental  protection  -  create 
demands  from  buyers  and  sellers  that  international  trade  rules  be  implemented  in 
a  maimer  that  does  not  inhibit  market  demands  for  rapid  product  changes. 

At  the  same  time,  some  countries  have  used  product  standards  as  a  tool  to  gain 
competitive  advantage  for  their  exports  to  rapidly  developing  countries.  A 
country's  adoption  of  a  non-U. S.  standard  can  have  an  adverse  impact  upon 
small  U.S.  exporters  which  may  not  have  the  resources  to  switch  production.  In 
short,  U.S.  exporters  may  be  placed  at  a  competitive  disadvantage  when  potential 
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markets  are  governed  by  standards  systems  that  differ  significantly  from  our  own. 
U.S.  government  policies  and  private  sector  strategies  need  to  reflect  the 
significance  a  competitive  standards  policy  can  have  on  trade. 

The  international  trade  picture  is  also  complicated  by  the  simultaneous  existence 
ofnationd  standards,  regional  standards  and  international  standards  for  most  prixiuct 
areas.  While  some  sectors,  such  as  information  technology,  work  primarily  within 
an  existing  international  standards  framework,  standards  for  construction 
products  or  electrical  equipment  tend  to  be  domestically-oriented.  In  some 
sectors,  U.S.-developed  standards  are  accepted  virtually  wotldwide.  Examples 
include  the  American  Society  of  Mechanical  Engineers  boiler  and  pressure  vessel 
code,  used  in  54  countries,  and  American  Petroleum  Institute  standards  for 
petroleum  products  and  pipelines.  U.S.  industry  has  worked  very  hard  to  develop 
market-based  standards  through  our  voluntary  system  standards  that  reflect  the 
best  of  U.S.  technology  and  practices.  However,  these  standards  are  often 
not  considered  for  international  acceptance  by  the  International  Standards 
Organization  (ISO),  International  Electro-technical  Committee  (lEC)  other 
international  bodies,  in  part  because  some  of  our  trading  partners  dominate  the 
international  process  in  key  sectors,  and  also  because  government  and  industry  in 
the  United  States  have  both  been  slow  to  realize  the  imponance  of  harmonizing 
standards  and  conformity  assessment  practices  at  the  international  level. 

Furthermore,  national  and  regional  markets  introduce  new  product  testing  and 
marking  preferences  or  requirements  that  may  place  financial  burdens  on 
American  firms.  This  growing  trend  toward  differing  technical  requirements  and 
standards  increases  costs  for  business  and  consumers. 

Consider  the  experience  of  a  major  U.S.  computer  company  seeking  to  introduce 
100  new  products  a  year  -  each  with  a  product  life-cycle  of  six  months  -  into 
North  American  and  international  markets.  In  1991,  the  company  was  obliged  to 
obtain  five  regulatory  approvals  for  consumer  protection  to  sell  around  the  world. 
Although  these  approvals  involved  expensive  separate  testing,  inspection  and 
certification  processes,  the  market  opportunities  more  than  justified  the  costs. 
Five  approvals  -  essentially  for  Canada,  the  United  States  and  Europe  -  also 
provided  access  to  Latin  American,  Asian  and  Eastern  European  markets. 
In  1996,  the  same  class  of  products  requires  16  approvals.  The  firm  must  now 
meet  additional  testing  and  certification  requirements  in  Mexico,  Slovakia,  the 
Ukraine,  most  Central  European  countries  and  Scandinavian  countries.  These 
include  environmental  marks,  ergonomic  certifications,  and  new  safety 
requirements.    To  sell  in  Japan,  the  company's  products  must  also  be  certified  in 
compliance  with  European  standards  by  a  Japanese  certification  body. 
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In  another  recent  case,  a  new  American  automobile  mtxJel  was  developed  for 
sale  both  in  the  North  American  and  European  markets.'    In  order  to  market 
the  car  in  western  Europe,  the  manufacturer  spent  $42  million  in  additional 
design  costs  to  meet  European  regulations,  added  100  auto  parts  unique  to 
Europe  -  required  by  their  standards  -  and  spent  additional  time  and  money  on 
testing  33  vehicle  systems.  To  market  and  sell  the  same  vehicle  in  other  markets 
will  require  even  more  expenditures  and  costly  complications.  For  example,  to 
market  the  vehicle  in  Russia  and  the  New  Independent  States,  another  full  set 
of  technical  documentation,  performance  of  several  unique  tests  and  an  average 
expenditure  of  $50,000  per  model  are  required.  Indirect  costs  may  total  as  much 
as  $1  million  to  re-engineer  the  model  to  satisfy  Russian  requirements.  Yet,  the 
performance  of  the  vehicle  in  terms  of  safety  and  emissions  remains  unchanged. 
In  1994,  one  U.S.  auto  manufacturer  actually  abandoned  plans  to  market  6 
models  in  European  markets  due  primarily  to  differing  standards  requirements. 

Competitor  Nation  Strategies 

Foreign  governments  market  their  technical  regulations,  related  standards  and 
conformity  assessment  systems  in  developing  countries  to  increase  exports  of 
their  products  -  putting  U.S.  products  that  meet  different  standards  at  a 
considerable  disadvantage  in  that  market.  In  fact,  our  competitors  have  been  far 
more  active  on  this  front  than  have  both  the  U.S.  public  and  private  sector. 
Typical  foreign  assistance  programs  invest  heavily  in  order  to  influence  targeted 
countries  as  they  develop  key  elements  of  their  technical  infrastructure.^   Both 
japan  and  Australia  have  active  technical  assistance  programs  in  the  Pacific 
Rim.    European  technical  assistance  programs  have  focused  on  Central  and 
South  America,  Eastern  arnl  Central  Europe,  and  Asia,  including  donations  of 
equipment,  physical  and  documentary  (normative)  standards,  and  technical 
training  to  facilitate  the  introduction  of  European  norms,  metrological  and 
certification  practices.  Sometimes  the  EU  targets  product  safety. 

For  example,  Germany  sponsors  staff  exchanges  and  metrology  (measurement) 
training  programs  in  13  South  and  Central  American  countries.  The  program 
also  funds  equipment  purchases  for  metrology  organizations  in  these  countries. 
In  India,  the  German  government  has  allocated  funds  to  support  the 
development  of  a  Quality  Council  and  laboratory  accreditation  program.  In  the 
Middle  East,  Germany  is  setting  up  a  Scientific  and  Technology  Center  in 

'  There  arc  thiec  pnmary  sets  of  international  standards  for  type  approval  of  vehicles — United  Nations  Economic 
Committee  for  Europe  (UNECE)  provisioiB,  EU  provisions  (based  on  UNECE.  but  genetally  more  stringent),  and 
the  U.S.  system  Federal  Motot  Vehicle  Safety  Standards  ( FM  VSS).  These  systems  have  many  elements  in  com- 
mon, but  diffier  in  sevetal  areas,  most  notably  with  respect  to  lighting  and  bumper  requitements,  side  impact 
protection  and  license  plate  pocket  size. 

'  This  iiwludes  national  or  tegional  laboratories  that  maintain  physical  standards  (such  as  those  for  length  and 
mass)  traceable  to  those  in  other  natioiul  standards  labotatones;  testing,  calibrjiion,  and  measutement  labora- 
tories and  their  services  (especially  fot  legal  weights  and  measures  programs);  voluntary  standards  development 
on^anilutiuns. conformity  assessment  programs  (test  results,  prolnci  t:emtn..irion,  .irhK|u.iliTv  m.in.iyciiH-nt  .nijits) 
compatible  with  intenutional  practices;  and  the  accteditation  programs  that  attest  to  the  competence  of  the 
bodies  that  conduct  those  conformity  assessment  activities. 
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Muscat,  Oman;  and  has  designed  and  is  currently  superx'isinjj  construction  ot 
administration  and  lahoratory  buildings  tor  rlie  Saudi  Arabian  Standards 
Organization  (SASO).  Other  European  governments  -  in  particular  France  and 
United  Kingdom  -  and  their  standards  KxJies  provide  similar  training,  technical 
assistance  and  copies  of  national  standards  to  emerging  economies  in  Central 
Europe,  Latin  America  and  Asia. 

Another  strategy  often  employed  by  our  competitors  is  to  negotiate  agreements 
with  key  trading  partners  covering  mutual  acceptance  of  product  approvals  and, 
in  some  cases,  harmonization  of  standards.  For  example,  the  EU  has  concluded 
agreements  with  Central  European  countries  -  such  as  Poland,  the  Czech 
Republic,  Hungary,  and  Romania  -  which  provide  tor  these  countries  to  adopt 
product  safety  legislation  and  standards  that  are  consistent  with  EU  directives 
thereby  providing  a  commercial  advantage  to  EU  firms.  Similar  discussions  are 
underway  with  Russia  and  Ukraine.  The  EU  approach  has  also  made  substantial 
inroads  with  Latin  American  countries. 

U.S.  strategy 

The  United  States  promotes  acceptance  of  U.S.  technology,  standards  and 
products  in  foreign  markets  in  a  variety  of  ways,  including:  private  sector  and 
government  technical  assistance  (information  dissemination,  training  and  other 
assistance);  establishment  of  bilateral  U.S.  Business  Development  Committees 
with  key  trading  partners;  and  a  competitive  trade  policy  based  on  ensuring 
compliance  with  obligations  under  the  WTO,  in  particular  those  pertaining 
to  the  Agreement  on  Technical  Barriers  to  Trade,  and  in  seeking  additional 
market  access  gains  through  bilateral  agreements  such  as  mutual  recognition 
agreements  (MRAs). 

Endorsing  A  Competitive  Standards  Trade  Policy: 
Reducing  the  Transaction  Cost  of  International  Trade 

Divergent  standards,  testing  and  certification  requirements  have  a  significant 
impact  on  product  design  and  cost,  and  thus  on  trade  competitiveness.    In  1994, 
foreign  requirements  for  testing,  inspection  and  certification  affected  more  than 
$  150  billion  of  global  U.S.  exports. 

One  result  of  the  Uruguay  Round  creation  of  the  World  Trade  Organization 
(WTO)  is  that  now  all  WTO  members  are  bound  to  adhere  to  the  Agreement 
on  Technical  Barriers  to  Trade  (TBT).  This  provides  the  United  States  with 
important  leverage  with  respect  both  to  our  foreign  competitors  and  to  emerging 
economies  which  are  seeking  to  establish  the  necessary  technical  infrastructure 
to  comply  with  the  obligations  of  the  TBT  Agreement.  Standards-related  issues 
are  also  a  key  component  of  negotiations  underway  with  more  than  20  countries 
interested  in  joining  the  WTO,  including  Russia,  Saudi  Arabia,  China  and 
Taiwan. 
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The  TBT  Agreement  establishes  rules  anJ  procedures  regarJinj,'  the 
Jevelopment,  adoption  and  application  ot  voluntary  product  standards, 
mandatory  technical  regulations  and  the  procedures  (such  as  testing  or 
certification)  used  to  determine  whether  a  particular  pnxluct  meets  such 
standards  or  regulations.  Its  aim  is  to  prevent  the  use  of  technical  requirements 
as  unnecessary  barriers  to  trade.  The  transparency  and  notification  obligations 
of  the  TBT  Agreement  provide  both  business  and  government  an  opportunity  to 
obtain  information  on  standards  and  technical  regulations  in  preparation,  and 
to  influence  their  development.  The  Agreement  also  establishes  rules  intended 
to  distinguish  legitimate  standards  and  technical  regulations  from  protectionist 
measures.  Standards,  technical  regulations  and  conformity  assessment 
procedures  are  to  be  applied  on  a  non-discnminatory  basis  and  should  be  based 
on  incemacional  standards  and  guidelines. 

The  Technical  Barriers  to  Trade  (TBT)  Committee  serves  as  a  forum  for 
consultation  on  issues  associated  with  the  implementation  and  administration 
of  the  Agreement.  This  includes  discussion  and/or  presentations  concerning 
sf)ecific  standards,  technical  regulations  and  conformity  assessment  procedures 
maintained  by  another  Member  that  are  perceived  to  be  violations  of  the 
Agreement.  The  Committee  has  also  taken  up  the  issue  of  the  application  of 
TBT  Agreement  disciplines  to  ecolabeling  programs,  a  recently  identified  trade 
issue.  The  Committee  reviews  ongoing,  operational  aspects  of  the  Agreement 
which  are  designed  to  ensure  transparency  in  the  development  and  application 
of  standards,  technical  regulations  and  conformity  assessment  procedures. 

Bilateral  and  multilateral  market  access  agreements  over  product  testing  and 
certification,  such  as  MRAs,  are  a  key  area  that  should  increase  U.S. 
competitiveness.  We  estimate  that  MRAs  can  reduce  or  eliminate  50-80 
percent  of  the  testing  and  certification  costs  that  exporters  must  bear  to  meet 
foreign  regulatory  requirements.  Based  on  the  amount  of  work  that  has  already 
gone  into  developing  a  U.S.  government  consensus  on  trade  and  regulation, 
seeking  mutual  recognition  agreements  could  produce  immediate  reductions  in 
the  costs  associated  with  many  of  the  differences  in  existing  testing  and 
inspections  required  in  many  countries.    Harmonization  and  MRAs  must  be 
pursued  in  parallel  to  assure  near-  and  long  term  competitiveness. 

MRAs  are  agreements  between  governments  to  accept  testing  results,  inspection 
reports  and  product  approval  certifications  prepared  in  the  other  country  in 
specific  sectors.  The  resulting  reduction  of  costs  and  delays  can  be  enormous. 
Since  many  testing  requirements  overlap,  one  test  carried  out  in  a  way  that 
subsumes  a  broad  range  of  requirements  could  be  sufficient  for  most  markets. 
Costs  are  also  reduced  by  not  having  to  pay  for  inspectors  to  fly  thousands  of 
miles  or  to  cope  with  language  and  cultural  differences  in  design  requirements 
and  test  procedures. 
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Currently,  the  United  States  and  the  European  Union  are  working  on  MRAs 
in  a  number  of  key  sectors,  including  telecommunications  and  information 
technology,  pharmaceuticals  and  recreational  craft.  MRAs  have  been  under 
examination  in  regional  groups  such  as  the  Free  Trade  Area  of  the  Americas 
(FTAA)and  the  Asia  Pacific  Economic  Co<iperation  Forum  ( APEC). 


The  near  term  benefit  of  MRAs  is  in  the  reduction  of  costs  and  delays  even  where 
foreign  national  standards  and  regulatory  product  requirements  differ.  There  are 
also  longer  term  benefits  in  that  experience  in  implementing  MRAs  should 
quickly  identify  to  regulators  and  standards  users  where  harmonization  is  needed 
and  facilitate  the  identification  of  unnecessary  requirements.  MRAs  build 
confidence  among  regulators,  consumers  and  producers  on  the  adequacy  of 
international  systems  to  protect  the  marketplace  which  leads  to  lower  costs  for 
trade  and  more  efficient  harmonization  efforts. 

Business  Development  Committees  (BDCs) 
and  Other  Bilateral  Fora 

TT»e  U.S.  has  established  approximately  10  bilateral  Business  Development 
Committees  (BDCs)  and  other  bilateral  and  regional  mechanisms  with  key 
trading  partners  as  vehicles  for  in-depth  technical  discussions  on  issues  of  critical 
importance  to  trade.  BDCs  with  Russia,  Ukraine,  Brazil  and  Argentina  have 
sector-specific  subcommittees  as  well  as  subcommittees  dealing  with  horizontal 
issues,  such  as  intellectual  property  rights,  taxation,  and  standards.  Belarus 
standards  officials  presented  a  work  plan  for  standards-related  cooperation  at  the 
most  recent  meeting  of  the  U.S. -Belarus  BDC.  Under  the  U.S.  -  ASEAN  Alliance 
for  Mutual  Growth,  a  forum  for  regional  consultations,  a  U.S.  delegation  from 
industry,  standards  organizations,  testing  and  certification  bodies,  and 
government  regulatory  agencies  recently  visited  several  ASEAN  nations  to 
discuss  standards-related  matters.  These  BDC  and  related  activities  promote 
further  understanding  of  standards-related  practices,  develop  a  basis  for 
harmonizing  standards  where  required,  and  initiate  confidence-building  exercises 
which  are  an  important  underpinning  for  future  MRAs.  The  overall  goal  of  BDC 
and  other  standards  working  groups  is  to  exchange  information  on  standards 
development  and  conformity  assessment  practices  (certification,  testing,  quality 
registration,  etc.)  with  the  goal  of  facilitating  harmonization  and  trade  between 
the  United  States  and  our  key  trading  partners. 

Technical  Assistance 

Several  U.S.  government  technical  and  regulatory  agencies  frequently  supfwrt 
programs  of  technical  advice  and  assistance  that  raise  consumer  safety  in  foreign 
markets  and  assures  that  the  science  and  technology  underlying  standards  and 
regulations  are  accepted  broadly  in  world  markets.  For  example,  within  the 
Commerce  Department,  the  National  Institute  for  Standards  and  Technology 
(NIST)  publishes  and  updates  a  wide  range  of  informational  directories  on 
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Promoting  U.S.  Standards  in  ASEAN 


In  Asia,  the  United  States  has  launched  a  standards 
program  under  the  auspices  of  the  U.S. -ASEAN  Alliance 
for  Mutual  Growth.  This  program  will  include  technical 
assistance,  training  programs,  and  missions  to  ASEAN 
countries,  and  is  specifically  intended  to  counter  Japanese 
and  European  influence  in  the  region  in  areas  where 
adoption  of  Japanese  or  European  standards  by  ASEAN 
countries  could  exclude  U.S.  companies  from  this  market. 
NIST  has  trained  ASEAN  standards  officials  on  the  U.S. 
system  of  standards  and  conformity  assessment,  and 
implementation  of  WTO  commitments  in  the  areas  of 
technical  barriers  to  trade  and  sanitary  and  phytosanitary 
measures.  The  U.S.  Trade  and  Development  Agency 
has  awarded  a  grant  to  the  Thai  Ministry  of  Industry  to 
translate  American  Society  of  Mechanical  Engineers 
(ASME)  standards  for  boilers  and  pressure  vessels  into 
Thai.  These  standards  are  used  throughout  the  petroleum 
and  p)etrochemical  industry  and  once  in  place,  could 
be  considered  a  prototype  for  other  ASEAN  countries. 


standards-related  activities,  includinfj 
prcxluct  certification  programs, 
laboratory  accreditation,  standards 
developers,  and  the  ISO  9000  and 
14000  series  of  standards.  U.S. 
embassies  around  the  world  are  actively 
assisting  U.S.  companies  encountering 
specific  standards-related  trade 
problems  in  foreign  markets,  and  NIST 
standards  experts  have  been  placed  in 
certain  key  U.S.  embassies  and  missions; 
Brussels  (to  interface  with  the 
European  Commission),  Saudi  Arabia, 
Mexico,  Argentina,  Japan,  and  India. 

The  Department  of  Commerce's  Special 
American  Business  internship  Training 
(SABIT)  program,  has  organized  a 
series  of  two-month  sectoral  programs 
to  familiarize  experts  from  Russia  and 
the  New  Independent  States  (NIS) 
with  the  U.S.  system  of  standards, 
|H^^^|^H||HHm^^^^^|     conformity  metrology 

(measurement),  and  to  establish 
personal  contacts  with  representatives  from  industry  and  regulators,  as  well  as 
technical  and  administrative  fields  in  key  sectors.  Training  has  also  been 
provided  for  standards  leaders  from  Russia,  Ukraine,  Belarus  and  Kazakstan;  and 
for  representatives  from  Russia,  Ukraine,  Lithuania,  and  Romania  in  the 
operation  of  a  ^X'TO  Inquiry  Point  for  information  on  standards-related  issues. 

The  United  States  organized  a  training  seminar  for  APEC  member  countries  on 
implementation  of  WTO  commitments  under  the  Agreements  on  Technical 
Barriers  to  Trade  (TBT)  and  on  Sanitary  and  Phyto-sanitary  Measures  (SPS). 
WTO  standards-related  seminars  are  scheduled  for  FTAA  member  countries  this 
fall,  with  funding  from  the  Organization  of  American  States  (OAS).  NIST 
periodically  sponsors  other  training  sessions  -  largely  focused  on  Latin  America 
-  in  measurement  techniques,  weights  and  measures  and  calibration.  Seminars 
have  been  conducted  for  the  APEC  region  in  Manila  and  for  participants  from 
India  and  Mexico;  a  two-day  workshop  was  provided  for  Egypt,  Israel,  Jordan, 
and  the  Palestinian  authority  in  Cairo;  and  a  rwo-day  seminar  was  conducted 
with  Ministry  of  International  Trade  and  Industry.  These  workshops  have  been 
highly  successful,  leading  to  a  better  understanding  of  one  another's  systems  and 
to  a  greatly  increased  level  of  mutual  trust  and  confidence  that  bodes  well  for 
future  negotiations. 
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The  U.S.  government  supports  the  development  ot  standards,  measuremeiit, 
and  technical  specifications  tor  the  private  sector  and  other  government  agencies 
to  support  domestic  commerce  and  international  trade  and  participates  in 
the  development  and  promotes  the  use  ot  international  standards  and  the 
harmonization  of  national  standards.    NIST's  National  Voluntary  Lahoratory 
Accreditation  Program  (NVLAP)  for  testing  and  calibration  laboratories,  and  its 
National  Voluntary  Conformity  Assessment  System  Evaluation  (N  VCASE) 
program  collaborate  with  regional  and  international  counterparts  to  seek  accords 
on  recognition  of  equally  competent  contormity  assessment  btxlies  and  the  ability 
to  assure  foreign  governments  of  the  worthiness  of  test  data  or  other  conformity 
assessment  results  regarding  products  regulated  in  the  receiving  country. 

Small  Business  Exports  and  Standards 

U.S.  strategy  to  address  standards  and  trade  must  take  the  special  needs  of  small 
business  into  account.  While  technical  assistance  and  business  development 
councils  and  the  WTO  address  business  concerns  in  general,  we  must  tocus  on 
the  needs  of  the  U.S.  small  business  community  in  this  important  area.  The  U.S. 
Department  of  Commerce  does  this  by  providing  increased  information  on 
foreign  standards,  procedures  and  requirements  and  increased  opportunity  for 
influence. 

TTie  efforts  and  initiatives  mentioned  above  would  benefit  all  U.S.  businesses 
engaged  in  international  trade,  including  small  and  medium-sized  businesses. 
In  fact,  U.S.  efforts  to  improve  technical  outreach  in  such  matters  as  better 
measurement  and  instrument  calibration  improve  the  credibility  and 
receptiveness  of  foreign  markets  to  U.S.  quality,  reliability  and  product  designs, 
particularly  for  the  products  of  small  business  which  cannot,  themselves,  easily 
demonstrate  the  quality  of  their  products  in  foreign  markets.  Likewise,  efforts 
by  U.S.  standards  developers  and  government  to  ensure  that  foreign  markets  are 
open  to  standards  and  testing  protocols  already  in  wide  use  in  the  United  States 
will  help  small  businesses  that  have  limited  resources  to  seek  out  foreign  product 
designs  and  to  influence  foreign  market  requirements. 

But  advancing  U.S.  small  business  interests  in  international  trade  needs  a 
particular  focus.  The  key  to  U.S.  competitiveness  is  providing  timely  and 
complete  information  on  standards  and  technical  requirements  in  foreign 
markets.  U.S.  technical  and  commercial  agencies,  as  well  as  standards 
developers,  should  ensure  accurate  information  about  international  standards 
is  made  available  in  a  comprehensive  and  timely  way  to  the  small  business 
community  through  the  facilities  of  trade  associations,  technical  societies  and 
government  outreach  programs,  including  an  Internet  site. 
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In  spite  of  the  best  intentions  of  standards  developers  and  foreign  Rovemments, 
market  access  problems  do  arise  in  international  trade  because  requirements  and 
standards  based  on  prixJuct  design,  rather  than  performance,  may  not  be  flexible 
enough  to  promote  open  markets.  Or,  testing  and  certification  requirements  may 
he  overly  burdensome  for  small  businesses.  The  U.S.  government  should  assist  small 
business  in  influencing  the  developers  offmeign  market  requirements  to  maintain  and 
expand  open  markets,  try  being  open  to  intemaiioruil  staruiards  arui  specificatiims  widely 
used  around  the  world.  Trade  agencies  should  particularly  emphasize  small 
business  market  access  concerns  related  to  technical  issues  such  as  standards, 
testing  and  certification. 

Finally,  small  business  has  much  to  gain  from  successful  completion  of  mutual 
recognition  agreements.  In  recent  months,  foreign  certification  and  marking 
systems  that  are  redundant  with  marking  systems  to  which  U.S.  businesses  already 
subscribe  have  proliferated.  All  governments  have  a  legitimate  interest  m  seemg 
that  their  national  marketplace  enjoys  a  high  level  of  consumer  protection,  and 
product  certification  can  facilitate  this.  But  clearly,  no  small  business  can  survive 
if  it  must  maintain  30  or  40  national  certification  markings.  The  role  of 
governments  is  to  assure  that  market  access  is  not  reduced  by  needlessly 
burdensome  requirements. 

Our  Near  and  Long-Term  Strategy 

The  United  States  is  at  a  strategic  crossroads  regarding  trade  competitiveness 
and  the  growing  challenges  raised  by  the  policies  and  activities  of  other  nations 
with  respect  to  product  standardization  and  procedures  for  assessing  product 
conformity  to  standards.  For  U.S.  products  to  be  accepted  in  the  global  market, 
U.S.  industry  must  be  supported  by  standards  and  conformiry  assessment  practices 
that  are  harmonized  with  those  of  our  trading  partners.  We  must  implement  both 
near  term  efforts  -  to  gain  increased  foreign  recognition  of  standards  in  broad 
use  by  U.S.  industries  -  as  well  as  a  long-term  program  to  support  U.S.-based 
standards  related  initiatives  that  can  extended  to  the  international  level. 

The  next  step  is  to  develop  standards  positions  that  support  traded  products, 
relying  heavily  on  our  standards  system  principles  of  market-driven  industry 
standards  with  close  consultation  with  the  private  sector.  Our  long  term  strategy 
shotdd  focus  on  harmonization  at  the  intematiorud  level  of  fundamental  measure- 
ments; common  procedures  for  accreditation  of  laboratories,  product  certification 
entities  and  inspection  bodies;  and  common  management  procedures,  such  as 
the  ISO  9000  quality  management  series  and  the  ISO  14000  environmental 
management  series.  This  process  will  be  facilitated  by  common  standards,  and 
agreed-upon  means  of  implementing  the  various  elements  of  conformity  assess- 
ment. Our  goal  is  a  single  test  of  a  given  product  against  a  given  standard, 
accepted  world-wide  and  to  help  U.S.  industry  adjust  when  these  new  standards 
differ  from  those  currently  used  in  the  U.S. 
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Recommendations 

•  Emphasize  technical  assistance  programs  as  a  basis  for  long  term 
internationalization  of  standards  and  harmonization  efforts  by: 

Working  with  U.S.  industry  and  standards  developers  to  identity  and 
implement  proactive  strategies  for  participating  in  the  development  of 
international  standards  that  support  U.S.  needs. 

Encouraging  U.S.  industry,  standards  developers,  and  government  agencies 
to  review  WTO  notifications  and  proactively  comment  on  proposed  foreign 
market  regulatiot«  with  a  view  to  achieving  greater  harmonization  reflective 
of  U.S.  technologies  and  practices. 

Examining  the  feasibility  of  posting  U.S.  standards  experts  at  additional  key 
embassies  in  Asia,  Eastern  Europe,  Russian  and  Latin  America  and  support 
them  with  comprehensive  technical  assistance  from  the  U.S.  public  and 
private  sectors. 

Continuing  focused  programs  dedicated  to  standards-related  training  and 
outreach  to  overcome  our  competitors'  advantage  in  developing  global 
markets.  Expand  existing  programs,  such  as  the  SABIT  Standards  Program, 
to  reach  markets  where  the  trade  potential  is  greatest  and  where  adoption  of 
standards  compatible  with  ours  will  best  leverage  future  U.S.  exports,  such  as 
Asia,  Eastern  Europe,  South  and  Central  America. 

Working  with  U.S.  standards  developers  to  provide  up-to-date  copies  of  U.S. 
standards  in  target  markets. 

•  Strengthen  Competitive  Commercial  Policy  with  Multilateral  and 
Bilateral  Standards  Initiatives: 

Continue  to  seek  full  and  effective  implementation  of  the  WTO  TBT 
Agreement.  Through  the  Trade  Policy  Staff  Subcommittee  (TPSC),  and  in 
consultation  with  appropriate  advisory  and  congressional  committees,  the 
U.S.  will  consider  ways  to  strengthen  the  discipline  of  the  Technical  Barriers 
to  Trade  (TBT)  Agreement  to  resolve  standards-related  barriers  to  trade  and 
will  advance  its  proposals  in  preparation  for  the  TBT  Committee's  first 
triennial  review  of  the  operation  of  the  Agreement. 

Negotiate  MRAs  to  achieve  broad  acceptance  of  demonstrably  valid  test  data 
and  product  approvals.  Our  first  priority  should  be  conclusion  of  a  U.S.-EU 
MRA.  The  next  step  is  to  set  clear  priorities  for  target  markets  for  additional 
MRAs,  and  to  begin  preliminary  discussions.  We  will  consult  broadly  within 
the  government  and  with  private  sector  representatives  to  determine  these 
priorities. 
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Work  toward  full  implementation  of  NAFTA's  provisions  on  conlormity 
assessment,  and  using  regional  fora,  including  FTAA  and  APEC,  to 
advance  discussions  on  how  to  improve  market  access  and  resolve 
conformity  assessment  issues. 

Increase  the  role  and  effectiveness  of  the  U.S.  private  sector,  including 
better  use  of  advisory  committees  to  achieve  market  access  in  standards 
related  matters. 

We  will  work  cooperatively  with  the  Industry  Functional  Advisory 
Committee,  interested  Industry  Sector  Advisory  Committees,  Business 
Development  Committees  (BDCs)  in  emerging  markets  and  the  USEU 
Transatlantic  Business  Dialogue  (TABD)  to  develop  appropriate  goals 
for  our  commercial  strategy  and  leverage  private  sector  involvement 
in  bilateral  discussions  of  standards-related  issues. 

Ensure  that  future  private/government  trade  groups  focus  on  key  technical 
infrastructure  issues  and  sectoral  priorities,  and  establish  focused  work 
programs;  and 

Provide  a  link  between  BDCs  and  government  negotiators  to  encourage 
government  implementation  and  adoption  of  BDC  initiatives  in  standards- 
related  areas. 

Strengthen  U.S.  technical  infrastructure  implementation: 

In  cooperation  with  the  private  sector,  the  National  Institute  for  Standards 
and  Technology  will  work  to  implement  -  as  soon  as  possible  -  a  laboratory 
accreditation  infrastructure  for  recognizing  all  competent  U.S.  laboratories 
and  accreditors,  leading  toward  the  objective  of  a  single  test  of  a  given  prod- 
uct, conducted  by  a  suitably  accredited  laboratory,  with  results  acceptable  to 
all  users,  both  domestic  and  foreign.  This  will  require  development  of  a 
constitution  and  procedures,  commitment  and  support  from  other  Federal 
and  State  agencies,  and  linkage  with  international  bodies. 

Extending  the  concept  of  a  unified  laboratory  accreditation  system 
to  encompass  other  forms  of  conformity  assessment,  including  product 
certification  and  management  system  audits  under  ISO  9000  and 
ISO  14000. 

Building  regional  networks  for  fundamental  physical  measurements,  such  as 
the  North  American  Calibration  Cooperation  (N  ACC)  and  the  Metrology 
Cooperation  (NORAMET).  Tliese  efforts  should  be  extended  to  other 
regional  metrology  organizations  as  well. 
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•    Develop  initiatives  targeted  to  facilitate  small  business  access  to 
international  standards  activities  by: 

Addressing  the  burdens  of  differing  certiticirion  systems  in  the  international 
marketplace  by  assessing  the  potential  for  mutual  recognition  agreements, 
equivalency  agreements,  and  reliance  on  manufacturer's  certification  to 
technical  requirements.  These  kinds  ot  bilateral  or  regional  agreements 
should  greatly  reduce  the  cost  and  delays  of  compliance  with  standards 
requirements. 

Ensuring  that  U.S.  technical  and  commercial  agencies  as  well  as  standards 
developers  make  available  accurate  international  standards  information  in 
a  comprehensive  and  timely  way  to  the  small  business  community  through 
trade  associations,  technical  societies  and  government  outreach  programs, 
including  an  Internet  site. 

Placing  particular  emphasis  on  addressing  small  business  market  access 
concerns  about  technical  issues  such  as  standards,  testing  and  certification, 
and  assisting  small  business  to  influence  the  developers  of  foreign  market 
requirements  to  maintain  and  expand  open  markets. 
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Technical  Assistance  to  Expand  Markets  Abroad 

Technical  assistance  plays  a  major  role  in  promoting  trade  and  generating 
economic  growth  in  developing  countries  and  emerging  markets.  As  an 
export  promotion  tool,  technical  assistance  is  the  sharing  of  information  and 
technology  by  a  national  government  or  private  sector  entity  to  advance 
commercial  interests.  As  a  component  of  U.S.  foreign  and  commercial  policy, 
technical  assistance  can  be  an  important  tool  for  creating  the  conditions  for 
sustained  economic  growth  in  developing  countries,  thereby  increasing  the 
demand  for  exports.  Together,  these  forms  of  technical  assistance  help  to  create 
export  opportunities  for  U.S.  firms  in  the  markets  with  the  greatest  chances  for 
economic  growth. 

When  used  for  commercial  purposes,  technical  assistance  is  a  powerful  tool  to 
promote  exports.  This  form  of  technical  assistance  involves  visits  by  technical 
advisors,  standards  and  specifications  writing,  bid  preparation,  technical 
training,  feasibility  studies,  orientation  visits,  and  marketing  assistance.  The 
value  of  this  form  of  technical  assistance  to  U.S.  exporters  is  that  it  may  enhance 
a  sales  contract,  it  may  include  instruction  on  the  use,  operation,  and 
maintenance  of  a  good,  and  it  may  allow  for  the  transfer  of  technology  which 
helps  establish  U.S.  standards  in  a  market  that  is  just  staning  to  grow.  For 
example,  the  U.S.  Trade  and  Development  Agency  (TDA)  specializes  in 
providing  these  forms  of  technical  assistance,  enabling  U.S.  firms  to  become 
involved  in  the  planning  stages  of  large  infrastructure  projects.  In  addition,  the 
Departments  of  Transportation  and  Labor  and  the  Environmental  Protection 
Agency  (EPA)  can  in  certain  markets  provide  their  expertise  to  assist  American 
firms  competing  for  contracts  overseas. 

Technical  assistance  also  has  another  major  dimension:  it  is  a  principal  tool  of 
foreign  policy  to  promote  trade  and  investment  relations  between  the  country 
providing  assistance  and  the  country  receiving  assistance.  For  example.  Official 
Development  Assistance  (ODA)  has  helped  to  develop  the  conditions  necessary 
for  economic  growth  in  developing  countries  and  transitional  economies  which 
has  fueled  the  expansion  of  world  trade.  This  form  of  technical  assistance 
consists  of  support  for  policy  reform,  market  development,  privatization,  trade 
liberalization,  deregulation,  and  strengthening  the  institutional  and  enabling 
environment.  Exporters  from  the  United  States  derive  huge  benefits  from  the 
growth  in  markets  in  developing  countries  and  emerping  economies  that  hns 
been  encouraged  by  this  technical  assistance,  contributing  to  economic  growth 
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and  helping  to  drive  the  demand  h)r  U.S.  exports.  The  U.S.  Agency  for 
International  Development's  (USAID)  proyriims  help  to  huilJ  the  economic 
environment  and  institutional  Intrastructiire  that  set  the  conditions  for 
economic  growth. 

^X^ateve^  its  form  -  developmental  or  commercial  -  technical  assistance  is  very 
effective  in  laying  the  groundwork  for  a  successful  long-term  trading 
relationship.  Technical  assistance  is  used,  therefore,  by  foreign  governments  and 
companies,  and  by  the  U.S.  government  and  companies,  to  further  their 
economic  development  aims.  It  is  becoming  apparent,  particularly  in  transition 
economies,  that  the  countries  providing  strategically-focused  technical 
assistance  are  the  countries  whose  firms  are  getting  the  best  contract 
opportunities,  especially  for  capital  infrastructure  projects. 

There  is  a  natural  complementarity  -  indeed  a  continuum  -  between  the 
economic  growth-oriented  development  programs  of  USAID  and  the  direct 
trade  promotion  and  market  expansion  programs  of  other  members  of  the  Trade 
Promotion  Coordinating  Committee  (TPCC)  such  as  TDA,  Ex-lm  Bank,  the 
Overseas  Private  Investment  Corporation  (OPIC),  EPA,  and  the  Departments  of 
Commerce,  Transportation,  Labor  and  Agriculture.  Bilateral  assistance 
programs  help  countries  move  up  the  economic  ladder,  and  encourage  them  to 
dismantle  policies  and  regulations  that  block  trade  and  investment.  This  in  turn 
opens  up  opportimities  for  potential  U.S.  investment  and  exports. 

How  Other  Governments  Use 
Technical  Assistance 

Today,  extensive  government  resources  are  being  committed  by  other  countries 
to  support  technical  assistance  programs  that  promote  or  support  their  exports. 
Many  of  the  OECD  countries  use  technical  assistance  to  establish  strong 
commercial  and  trade  links  with  developing  countries  and  transition  economies. 
For  example,  japan,  Germany,  Great  Britain,  France,  and  Canada  traditionally 
have  built  these  ties  by  financing  large  infrastructure  projects  through  their 
export  credit  agencies  and  foreign  assistance  agencies.  Technical  assistance  is 
used  to  fiind  projects  as  well  as  feasibility  studies,  training,  orientation  visits, 
technical  advisors,  seminars,  equipment  grants,  and  support  for  technical 
institutes.  TTie  United  States  also  uses  development  assistance  to  advance 
foreign  policy  goals  and  U.S.  economic  security,  as  well  as  to  make  long-term 
investments  in  expanding  foreign  markets.  Many  of  the  other  members  of  the 
OECD  also  use  their  ofiFicial  development  assistance  to  promote  sustainable 
development  and  trading  opportunities.  Some  examples  follow: 
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Japan:  The  Japanese  novemment  has  the  largest  proyram  of  technical  assistance 
to  developing  and  middle-income  countries.  The  Japan  International 
Cooperation  Agency  (JICA)  had  a  budget  in  FY  1995  of  $1.7  billion. 
Approximately  65%  of  that  budget  was  spent  in  traditional  infrastructure  and 
industrial  sectors,  and  almost  half  of  the  budget  was  spent  in  Asia.  Of  the  $1.7 
billion  budget,  approximately  $251  million  was  used  to  fund  feasibility  and  basic 
design  studies,  $222  million  was  used  to  fund  technical  training  in  Japan  for 
technicians,  engineers  and  government  officials  of  developing  countries,  and 
another  $26  million  was  used  to  purchase  equipment  required  for  technical 
cooperation  projects  and  for  the  dissemination  of  technology  mastered  by 
participants  in  training  programs  in  Japan  when  they  return  to  their  respective 
countries.  JICA  also  funds  technical  seminars,  supports  technical  institutes  and 
sends  Japanese  technical  experts  to  developing  countries.  In  FY  1993,  Japan 
sent  2,153  Japanese  experts  abroad. 

Germany:  The  German  government  has  also  used  its  foreign  aid  budget  to 
advance  commercial  interests.  In  FY  1994,  38  percent  of  the  German  foreign 
assistance  budget  was  devoted  to  infrastructure,  manufacturing,  and  water 
supply  and  sanitation  projects.  Approximately  $78  million  of  this  budget  was 
devoted  to  feasibility  studies,  management  consultancies  and  training  related  to 
the  planning,  implementation  and  operation  of  investment  projects.  In  addition, 
Germany  has  a  technical  cooperation  agency,  the  GTZ,  dedicated  entirely  to 
providing  technical  assistance,  including  consultancy  services.  In  FY  1994,  the 
GTZ  budget  was  approximately  $1.1  billion,  a  large  portion  of  which  has  trade 
implications.  For  example,  in  India,  GTZ  focuses  on  vocational  training 
projects,  including  the  training  of  toolmakers,  specialists  and  middle  managers. 
GTZ  also  provides  companies  with  direct  consultancy  services,  with  an  emphasis 
on  modem  technology  and  the  environment. 

United  Kingdom:  The  British  government  has  a  number  of  organizations  that 
provide  a  variety  of  technical  assistance.  The  British  Department  of  Trade  and 
Industry  has  an  Overseas  Project  Fund  (OPF)  which  provides  funding  to  British 
companies  to  assist  them  in  the  costs  of  bidding  on  major  overseas  projects.  The 
Aid  and  Trade  Provision  has  approximately  $100  million  to  fund  feasibility 
studies,  training  and  equipment  related  to  major  projects.  Finally  the  British 
Know-How  Fund,  a  program  which  funds  privatization  studies,  deregulation 
studies  and  other  planning  studies  in  the  Newly  Independent  States  and  Central 
and  Eastern  Europe,  is  approximately  $25.6  million. 

France:  Within  the  French  government,  several  organizations  fiind  feasibility 
studies  and  other  technical  assistance,  including  the  Ministry  of  Economy  and 
Finance,  the  Caisse  Frangaise  de  Developpement,  the  Ministry  of  Foreign 
Affairs,  and  the  Ministry  of  Cooperation  and  Development.  The  total  budget 
for  these  activities  is  more  than  $30  million.  France  also  has  an  Agency  lor 
Industrial  and  Economic  Cooperation  (ACTIM)  which  promotes  French 
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Most  other  major  industrial 
nations  outspendtheU.S. 


technoltjgy  and  know-how  internationally.  Fot  example,  in  FY  1994,  ACTIM 
brought  847  foreign  decision-makers  to  Fnince  to  educate  them  In  specific 
French  technologies  and  to  take  them  to  visit  French  companies.  ACTIM's 
budget  for  these  orientation  visits  and  seminars  in  1994  was  approximately  $6 
million.  ACTIM  also  sends  French  experts  abroad  to  identify  the  equipment 
needs  of  targeted  foreign  countries.  For  example,  in  1994,  ACTIM  sent  78 
French  specialists  to  China  and  23  specialists  to  Thailand. 

Canada:   Filially,  the  Canadian  government  has  a  budget  of  $50  million  to  assist 
Canadian  companies  to  conduct  studies  on  capital  infrastructure  and  industrial 
projects  and  to  assist  Canadian  investors,  particularly  manufacturers,  to  conduct 
preliminary  or  in-depth  studies  on  joint-venture  opportunities  in  developing 
countries.  The  Canadian  government  also  supports  training,  technology 
transfer  seminars,  exhibitions  and  sectoral  missions. 

Clearly,  in  areas  like  feasibility  studies,  other  major  industrial  nations  vastly 
outspend  the  United  States.  This  kind  of  assistance  in  turn  helps  their 
industries  to  market  and  export  to  developing  countries.  The  chart  below  shows 
comparable  budgets  of  the  countries  discussed  above  contrasted  with  chat  of  the 
United  States. 


Comparison  of  Feasibility  Study  Budgets 


For  TDA,  the  but^  numbers  nfer  lo  FY  95  (completed  Sept.  30,  1995). 
For  other  countries  (other  tfun  France),  the  budget  information  comes  from  the  most  recently 
completed  FY.  We  >¥ere  unable  to  obtain  information  more  recent  than  1993  for  France. 
Source:  US.  Trade  and  Development  Agency 
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U.S.  Support  to  Expand  Markets  and  Create 
Opportunities  for  U.S.  Firms 

The  TPCC  agencies  have  been  successful  in  many  ot  our  market  expansion  aiul 
technical  assistance  initiatives.  These  programs  have  helped  American 
businesses  enter  rapidly  (Jfowin^j  markets,  assisted  them  in  competintj  more 
effectively  for  infrastructure  projects  overseas,  and  provided  them  an 
opportunity  to  offer  American  technology  in  the  desiyn  of  projects  in  aviation, 
power,  transportation  and  telecommunications  —  strategically  positioning  them 
to  win  many  of  these  deals. 

The  United  States  has  focused  our  efforts  on  where  we  can  leverage  our 
resources  most  effectively,  thus  maintaining  our  activities  in  areas  in  which 
we  complement  the  private  sector.  There  are  several  U.S.  government  agencies 
that  work  to  build  and  expand  markets  and  help  to  position  U.S.  exporters 
for  increased  trade  opportunities.  A  description  of  agency  objectives  and 
programs  follow: 

Building  Markets  to  Promote  Exports: 

U.S.  Agency  for  International  Development  (USAID) 

As  part  of  the  National  Export  Strategy,  USAID's  assistance  programs  play  a 
vital  role  in  promoting  trade  with  developing  countries  and  transition 
economies.  There  are  a  growing  number  of  economically  successful  newly 
industrialized  countries  which  have  become  significant  players  in  the  world 
economy.  By  helping  create  the  emerging  markets  in  Asia,  Latin  America,  and 
Central  and  Eastern  Europe,  U.S.  foreign  assistance  contributes  to  American 
efforts  to  promote  free  trade.  Markets  such  as  South  Korea,  Taiwan,  Thailand, 
Mexico,  Brazil,  Chile,  India,  Indonesia,  and  Poland  have  all  been  recipients  of 
significant  U.S.  foreign  assistance  targeted, at  creating  the  conditions  and 
infrastructure  needed  for  economic  growth. 

Using  American  know-how,  USAID  development  assistance  programs  generate 
export  opportunities  by  building  the  "demand-side,"  creating  markets  or  helping 
them  to  grow. 

Exponers  from  the  United  States  derive  significant  benefits  from  the  demand  for 
U.S.  exports  that  is  encouraged  by  technical  assistance. 

Consumers  and  businesses  need  sustainable  incomes  to  buy  gotxis  and  services. 
And,  more  demand  abroad  is  linked  to  increased  imports  by  developing 
countries  and  transition  economies  for  the  things  the  United  States  sells.  But 
over  the  years,  we  have  learned  that:  ( 1 )  where  countries  are  poor  and  economic 
growth  stagnant,  import  demand  will  he  limited;  and  (2)  where  there  is  ptilitical 
I  instability,  weak  public  institutions,  poor  economic  management,  and 
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"  I  can't  think  of  a  more  appropriate 
place  to  present  the  case  that 
foreign  aid  means  trade.  USAID's 
business  is  about  making  long-term 
investments  in  tomorrow's  markets. 
USAID  has  played  a  critical  role  in 
helping  to  develop  new  markets  for 
the  U.S.,  understanding  well  that 
the  best  customers  live  in  countries 
with  rapidly  growing  and  stable 


economies. 


— J .  Brian  Atwood,  Administrator, 

Agency  for  International  Development 


widespread  corruption,  economic  yrowtli  will  hiltcr 
and  so  will  the  dem;ind  for  s;(X)ds  and  services  troin 
abrivad.  Without  growth  and  increased  openne.'-s  in 
developing  country  markets,  long-term  commercial 
linkages  to  U.S.  expt)rters  will  not  become  protit.ihlc 
and  stable. 

USAID  works  in  close  partnership  with  luherTPCC 
agencies,  U.S.  business,  private  voluntary 
organizations,  indigenous  groups,  and  universities  to 
provide  funds  for  achieving  sustainable  development 
goab.  This  covers  activities  to  improve  the  economic 
infrastructure,  human  resource  skill  levels, 
knowledge,  technical  know-how,  and  prtxiuctive 
capabilities.  USAID  programs  strengthen  and 
improve  the  economic  and  social  institutions, 
removing  structural  impediments  to  growth  and 
helping  to  build  a  country's  policy  and  institutional 
capacity. 


Policy  Reform  Countries  offer 

the  best  trade  opportunities 

for  U.S.  busvnesses 


Policy  Reform:  It  is  clear  that  countries  undenaking  and  sustaining  policy 
reforms  advocated  by  USAID  offer  the  best  trade  opportunities  for  U.S. 
businesses. 


U.S.  Exports  to  Countries  in  Asia  ($  Billions) 


Gond  Policies  nrc  those  dcsicncd  to  open  and  Iihernli:c  rhc  economy  ind  rmdc.  R.id  p*ilicic^ 
are  dioae  which  pcfpctuacc  stnictural  economic  defects  and  a  closed  economy  and  constrain 
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USAID  provides  technical  advice,  encouragement  and  financing  for  policy 
rctorms  in  developing  countries.  Such  reform  programs  include:  establishing 
commercial  codes,  trade  liberalization,  deregulation  of  prices,  wage  and 
interest  rate  reform,  privatization  of  inefficient  state-owned  enterprises, 
financial  sector  reforms,  or  reforms  in  education,  health,  agriculture,  and  the 
environment. 

A  good  example  is  the  case  of  the  Philippines  where  USAID  examined  a 
number  of  policy  impediments,  including  the  protectionist  policy  favoring  the 
local  seed  industry.  Under  USAID  sponsorship,  Philippine  farm  leaders  visited 
several  American  seed  companies  and  were  exposed  to  the  potential  benefits 
which  could  accrue  from  access  to  superior  U.S.  seed  technology.  USAID 
interventions  convinced  the  government  to  adopt  an  open  market  import 
policy  and  an  accompanying  patent  system  which  is  now  allowing  the  U.S.  seed 
industry  to  penetrate  a  market  estimated  at  $500  million. 

Another  example  of  the  significant  contributions  USAID  programs  have 
made  in  the  area  of  policy  reform,  and  specifically  privatization  efforts,  is 
evident  in  the  countries  of  Central  and  Eastern  Europe  and  the  Newly 
Independent  States  of  the  former  Soviet  Union.  Since  1993  USAID  has 
helped  privatize  more  than  1 50,000  enterprises. 

•  Strengthening  Public  Institutions:  USAID  finances  technical  assistance  and 
training  to  strengthen  public  institutions.  Even  with  the  most  sensible 
economic  policies,  effective  economic  management  (e.g.,  policy  analysis, 
promulgation  of  programs,  laws  and  regulations,  implementation  of  programs, 
with  a  minimum  of  corruption)  is  still  an  essential  part  of  the  enabling 
environment  for  economic  growth  and  the  rising  level  of  imports  that  typically 
accompany  it. 

USAID's  work  in  strengthening  the  capacity  of  public  institutions  abroad 
often  has  a  very  direct  impact  on  US  exports.  For  example,  in  helping  a 
government  to  promote  energy  efficiency,  USAID-financed  technical 
assistance  can  assist  to  familiarize  that  government  with  U.S.  energy  related 
equipment,  leading  often  to  the  commercial  purchase  of  that  equipment  by 
the  government  or  private  sector.  Further,  USAID  provides  technical 
assistance  to  fund  the  U.S. -Asia  Environmental  Partnership  and  the  recently 
launched  Environmental  Initiative  for  the  Americas,  which  help  build 
markets  for  U.S.  environmental  technology. 

•  Continuing  to  open  markets  after  USAID  programs  end:  Countries  can 
and  do  move  from  a  donor-recipient  relationship  to  a  more  complementary 
one  focusing  on  partnerships  in  areas  of  mutual  interest.  In  countries 
which  are  moving  toward  graduation  from  USAID  assistance,  USAID  is 
using  technical  assistance  to  establish  foundations  that  promote  trade 
partnerships  with  the  U.S.  community.  Tliese  foundations  build  upon  the 
institutional  base  and  the  considerable  good  will  resulting  from  past 


144 


Technical  Assistance 


172 


A  Strategic  Response 


Helping  to  Build  the  Big  Emerging  Markets 


Building  Indonesia's  Economy:  USAIO's  programs  helped  Indonesia  move 
from  poverty  and  stagnation  in  1 965  to  become  one  of  the  best-performing 
developing  country  economies  and  a  key  market  for  U.S.  exports.  In  1 965, 
60  percent  of  Indonesians  lived  in  poverty  ar«d  the  per  capita  income  was 
less  than  $300  a  year.  Most  people  were  Illiterate.  Today  absolute  pwverty 
rates  have  shrunk  to  1 4%,  income  has  more  than  tripled,  and  the  majority 
of  the  population  is  educated.  This  healthy,  literate  and  prosperous  nation 
is  a  large  consumer  of  American  products.  In  1995  they  bought  nearly 
$3.4  billion  worth  of  U.S.  exports,  up  from  only  $40  million  in  1965. 
Over  the  last  three  decades  USAID  assistance  has  had  a  dramatic  impact 
on  Indonesia's  emergence  as  a  huge  and  growing  market  Early  interventions 
in  institutional  development,  agriculture,  education  and  bmily  planning 
helped  to  lay  the  foundation  for  the  present  growth.  More  recently,  USAID 
has  shifted  its  emphasis  to  assisting  the  Irxlonesians  in  developing  the 
economic  policy  framework  necessary  for  rapid  expansion  of  the  private 
sector.  USAID  programs  have  helped  open  the  Indonesian  economy  to 
US  trade  and  investment.  USAID  has  provided  support  for  the  development 
of  Indonesia's  capital  and  stock  markets,  revision  of  its  commercial  and 
investment  codes,  reform  of  its  trade  policy,  privatization  of  its  energy 
sector  and  private  financing  for  municipal  infrastructure.  Guiding  this 
development  are  over  1 0,000  Indonesian  professionals  trained  through 
USAID  programs  in  the  United  States.  This  includes  eight  Ministers  presently 
in  the  Indonesian  cabinet. 

Aiding  Poland's  Transition:  USAID  has  also  been  engaged  in  helping 
revitalize  the  economies  of  Eastern  Europe,  foland,  as  the  largest  country 
in  Central  and  Eastern  Europe,  has  emerged  as  the  fastest  growing  economy 
in  Europe,  and  is  the  largest  market  in  the  region  for  U.S.  exports.  USAID 
has  played  an  important  role  in  encouraging  this  dranutic  economic 
revolution.  USAID's  contributions  to  Roland's  privatization  and  the  open 
legal  and  regulatory  climate  for  private  sector  development  were  significant 
For  example,  USAID  was  the  only  or  lead  donor  assisting  with  many  critical 
aspects  of  financial  sector  systems  development  at  the  national  level, 
especially  establishment  of  high  quality  bank  inspections,  self-regulatory 
bodies  for  capital  markets,  and  the  development  and  testing  of  a  wide  range 
of  financial  products  and  services  wfiere  the  U.S.  has  an  advantage,  such  as 
mortgage  finance  and  municipal  bonds.  Poland,  like  most  countries  in  the 
region,  is  finding  the  privatization  and  restructuring  of  enterprises  to  be  one 
of  the  greatest  challenges  of  economic  transformation.  In  1  si90  only 
31  percent  of  the  economy  was  in  private  hands;  today  it  is  55  percent 
While  much  work  remains  to  be  done,  with  USAID  assistance,  Poland 
has  privatized  512  state-owned  enterprises.  Through  the  end  of  this  decade, 
USAID  will  continue  to  help  open  the  Polish  ecorKxny  by  helping  the 
financial  sector  become  competitive  and  market  driven,  and  by  stimulating 
the  private  sector,  particulariy  at  the  r^ional  and  municipal  level. 


development  investments. 
The  use  of  technical  assistance 
for  endowinK  foundations 
is  an  important  approach  to 
"graduation";  it  leverages 
funding  from  other  partners, 
and  it  requires  the  commit- 
ment of  the  partners  in  the 
design  and  implementation  of 
the  activity. 

USAID  has  provided  technical 
assistance  for  a  self-sustaining 
U.S.-Thai  foundation  to 
develop  private  sector  business 
linkages.  The  objective  is  to 
use  U.S.  technology  and  know- 
how  to  solve  key  development 
problems  in  Thailand  in 
environmental  management. 
The  foundation  will  be  capital- 
ized with  grants  from  USAID, 
the  Kenan  Institute  of  North 
Carolina,  and  the  Royal  Thai 
government,  in  the  initial 
project  involving  USAID  and 
the  Kenan  Institute,  $3.7 
million  of  funding  leveraged 
$16.8  million  contributed  by 
U.S.  and  Thai  partners.  Many 
of  these  activities  have 
involved  the  use  of  "cutting 
edge"  environmental  technolo- 
gies, U.S.  training,  and  • 
technology  transfer. 

Another  approach  to  "gradua- 
tion" involves  the  leveraging 
of  public  and  pnvate  funds 
overseas  to  establish  business 
development  services  pro- 
grams. These  programs  seek 
to  foment  and  expand  technol- 
ogy-transfer partnerships 
between  the  private  sectors  in 
the  U.S.  and  "graduating" 
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countries.  USAID  has  successfully  esrablisheJ  business  development 
services  pilot  efforts  in  northern  Mexico,  Turkey,  Argentina  and  the  C:ech 
Republic.  The  projjrams  have  already  worked  with  over  650  foreign  and 
450  U.S.  small  and  medium-sized  businesses. 

Direct  Export  Opportunities:  USAID'S  Impact  at  Home 

While  the  intended  impact  of  USAID  programs  is  abroad,  the  channels  for 
our  programs  are  largely  American.  It  is  worth  mentioning  here  that  while  the 
mission  of  USAID  is  sustainable  development,  the  Agency's  work  has  an 
immediate  impact  on  U.S.  exports  as  well.  Approximately  80  percent  of  USAlD's 
contracts  and  grants  go  directly  to  American  firms.  U.S.  foreign  assistance 
legislation  contains  Buy  American  provisions  requiring  procurement  of  go«xls 
and  services  from  U.S.  sources  unless  waived.  This  has  had  a  major  impact  on 
many  U.S.  states,  which  translates  into  American  job  creation.  In  FY  1995, 
for  example,  California  provided  $274  million  in  gotxis  and  services  to  USAID 
programs;  Alabama,  $93  million;  New  York,  $658  million;  New  Jersey, 
$117  million. 

Helping  U.S.  firms  get  in  on  the  Ground  Fjoor: 
U.S.  Trade  and  Development  Agency  (TDA) 

TDA  helps  U.S.  companies  pursue  overseas  business  opportunities  through  the 
funding  of  feasibility  studies,  orientation  visits,  specialized  training  grants,  and 
various  forms  of  technical  assistance.  TDA  enables  American  businesses  to 
become  involved  in  the  planning  stages  of  infrastructure  and  industrial  projects 
in  middle-income  and  developing  countries.  TDA's  technical  assistance  programs 
assist  foreign  project  sponsors  in  ways  that  foster  the  use  of  American  technology 
and  standards.  Feasibility  studies  are  TDA's  leading  activity  to  accomplish 
this  goal.  In  1995,  TDA  fianded  131  of  these  project  plans,  committing  nearly 
$44  million  to  projects  in  developing  and  middle-income  nations.  In  addition 
to  providing  financial  packaging,  feasibility  studies  often  specify  products  that 
are  required  to  meet  American  engineering  or  safety  standards.  This  gives  U.S. 
firms  an  advantage  in  the  bid  process  for  the  project. 

For  example,  twelve  million  new  telephone  lines  will  be  installed  in  Poland 
during  the  next  few  years,  and  the  Poles  are  trying  to  determine  the  most  efficient 
and  cost-effective  way  of  accomplishing  this  goal.  The  nation's  telephone 
company,  TPSA,  will  be  privatized  as  part  of  the  process.  The  options  for  the 
Poles  are  between  a  European  system,  where  telephone  companies  are  vertically- 
integrated  monopolies,  and  the  U.S.  system,  where  the  industry  is  decentralized 
and  competitive.  With  TDA  funding  a  study  that  proposes  an  American  system, 
we  will  open  thedoorfor  approximately  $2.1  billion  in  US.  exports  ranging  from 
switches  to  cables  to  wireless  systems.  We  are  competing  head-to-head  with  a 
European  competitor,  which  is  funding  another  privatization  study  favoring 
European  systems. 
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''Most  U.S.  companies  are  painfully  cautious 
when  it  comes  to  maximizing  opportunities 
overseas.  That  is  why  it  is  vital  to  our 
nation's  economic  interest  that  our 
government  pave  the  way  for  business 
opportunities  in  growing  world  markets 
and  assist  in  maximizing  their  efforts 
abroad.  If  we  wait  until  all  the  business 
dynamics  in  Russia  or  Indonesia  or  Brazil 
are  perfect,  the  vacuum  will  have  been 
filled  by  our  international  competitors." 

— ] .  Joseph  Grandmaison , 

Director,  U.S.  Trade  and  Development  Agency 


TDA  iilsd  provides  specific  trainms;  prints 
.inJ  tcclinical  assistance  when  more  tlian 
studies  and  funding  assistance  are 
necessar>'.  In  1995,  nearly  $7.5  million 
was  dedicated  to  these  activities  to  level 
the  playing  field  for  American  companies. 
TDA  projects  are  often  times  followed  by 
Ex-lm  Bank  and  OPIC  project  support. 
Morei)ver,  TDA,  OPIC,  and  E.x-lm  Bank 
closely  ctxirdinate  their  activities  to 
ensure  that  project  financing  needs  are 
identified  at  the  feasibility  study  phase  so 
that  a  seamless  "cradle  to  grave"  financing 
package  can  be  offered. 


Coordinating  Efforts  to  Assist  Bosnian  Development 


TDA  initiatives  as  part  of  President  Clinton's  assistance  package  to  Bosnia  are  an 
example  of  how  the  agency  teams  with  other  TPCC  agencies  to  develop  opportunities 
for  American  private  sector  companies  -  opportunities  they  would  not  have  without  the 
assistance  of  our  government.  In  July,  TDA  signed  an  agreement  to  train  Bosnian  air 
traffic  controllers  and  aviation  officials  at  Federal  Aviation  Administration  facilities  in  the 
United  States.  The  agreement  also  calls  for  the  U.S.  and  Bosnia  to  cooperate  on  future 
civil  aviation  projects  in  Bosnia.  Another  agreement  is  providing  an  engineering  advisor  in 
Sarajevo  to  assist  Bosnia's  telecommunications  development  program.    In  addition,  TDA 
will  fund  the  placement  of  engineers  in  Bosnia  to  provide  technical  and  procurement 
assistance  on  energy  and  transportation  projects.  TDA  is  allocating  $900,000  for  the 
advisors,  which  will  help  support  loans  being  provided  by  the  World  Bank  and  the 
European  Bank  for  Reconstruction  and  Development  (EBRD).  In  addition,  TDA  will 
provide  funding  to  help  Bosnia  design  a  political  risk  guarantee  facility  to  promote 
commercial  bank  financing  for  Bosnian  imports  in  critical  industrial  sectors.  This  project, 
coordinated  with  the  World  Bank  and  EBRD,  will  stimulate  stronger  trade  interest  by 
opening  the  door  for  export  credit  financing,  including  prospective  assistance  from  the  U.S. 
Export-Import  Bank  and  OPIC.  Finally,  TDA  is  hosting  visits  to  the  United  States  by 
Bosnian  sponsors  of  telecommunications,  energy,  and  transportation  projects  to  inspect 
U.S.  equipment  and  services  in  these  sectors.  TDA,  in  cooperation  with  the  U.S. 
Department  of  Commerce,  will  coordinate  these  visits,  which  are  slated  for  Fall  1996,  to 
match  Bosnian  reconstruction  needs. 
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In  addition  the  agency 
holds  business  briefings  in 
concert  with  other  Federal 
agencies  to  offer  technical 
expertise  to  foreign  pro- 
curement officials.  (For 
example,  a  recent  confer- 
ence on  transportation  and 
power  opportunities  in  the 
New  Independent  States 
and  Central/Eastern  Europe 
attracted  officials  from 
seven  Federal  agencies, 
including  the  administrator 
ofthe  DOT'S  Federal 
Highway  Administration.) 

TDA's  business  briefings 
feature  a  unique  match- 
making service  that 
provides  U.S.  businesses 
with  the  opportunity  to 
meet  one-on-one  in  TDA- 
hosted  private  meetings 
with  the  foreign  procure- 
ment officials  that  allow 
American  firms  to  show- 
case their  goods  and 
services.  For  less  than  the 
cost  of  an  airline  ticket 
overseas,  American  compa- 
nies, particularly  small 
business,  can  hold  face-to- 
face  meetings  at  the  conferences  with  dozens  of  project  sponsors  who  will  make 
buying  decisions  valued  at  millions  of  dollars.  Other  forms  of  TDA  technical 
assistance  include  a  strong  focus  on: 

•  Regulatory  issues:  In  Brazil,  when  TDA  learned  that  the  nation's  oil 
companies  were  slated  for  privatization,  TDA  quickly  spvonsored  an 
orientation  visit  for  Brazilian  officials  with  U.S.  government  and  energy 
business  leaders.  Meetings  held  during  the  visit  focused  on  providing  the 
technical  assistance  that  resulted  in  the  rewriting  of  government  regulations 
that  enabled  U.S.  companies  to  compete  more  effectively  for  the  $  1 5  billion 
in  power  projects  scheduled  for  corworuction  during  the  next  decade. 


Identitving  Major  Project  Opportunities 


Oie  of  TDA!s  most  important  roles  is  to  identify  major  projects  in 
middle-income  and  developing  nations  that  represent  significant 
export  potential  for  U^.  companies.  One  such  project  in  Thailand  is 
spurring  more  than  $260  million  in  exports  of  American-made  goods 
and  related  services  associated  with  a  $600,000  TDA  grant. 

In  an  effort  to  keep  pace  with  increasing  demand  in  natural  gas  for 
industry,  electrical  generarion,  and  gas  processing,  the  Petroleum 
Authority  of  ThailaiMJ  (PTT)  began  exploring  the  possibility  of 
building  additional  pipelines.  With  a  TDA  grant,  the  Thai 
goverrunent  selected  Fluor  Daniel  Inc.,  one  of  America's  leading 
engineering  firms,  over  British  competitors  to  perform  the  project 
plan  for  a  major  pipeline  facility. 

Huor's  study  led  aiMXher  leading  American  engineering  firm,  Bechtel 
International,  to  win  a  major  $11  millioif  design  contract  for  the  new 
Bangkok-Kuwait-KhaiK>m  Submarine  Natural  Gas  Pipeline.  PTT 
implemented  two  additional  projects  as  the  result  ofthe  TDA- 
financed  study:  the  Bongkok-Erawan-Khanom  Pipeline  and  the 
Natural  Gas  Parallel  Pipeline  Project. 

Numerous  American  companies,  including  dozens  of  small  businesses, 
are  supplying  more  than  $260  million  in  goods  and  materials  for  the 
projects.  Phil  Everist  of  Napa  Pipe,  Napa,  California  whose  company 
provided  120,000  tons  of  pipeline  valued  at  $90  million  for  the  Parallel 
Pipeline  Project,  noted  that  TDA  assistance  was  essential  for  his 
company's  success  saying  "We  used  to  be  only  a  player  on  the  domestic 
it\arket  but  now  we  are  a  player  internationally." 
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•  Financing  issues:  Last  summer,  TDA  provided  a  $52,000  technical 
assistance  grant  that  sent  representatives  ot  the  Nortulk,  Virginia-  based 
Commonwealth  Power  Corp.  toGa:aCity  to  work  with  the  Palestinian 
Energy  Authority  on  preparin;?  Request  tor  Proposals  (RFP's)  tor  a  huild- 
own-operate  175  MW  power  tacility.  Delma  Power  Company  recently 
was  awarded  the  contract  tor  the  $48  million  plant,  which  will  he  the 
first  major  privatized  public  utility  project  in  the  West  Bank  and  Gaza. 
Estimated  U.S.  export  potential  is  $  1 2  million. 

•  Setting  product  standards:  In  Thailand,  TDA  is  providing  a  grant  of 
$200,000  to  the  Ministry  of  Industry*  to  provide  for  the  application 

of  the  standards  code  for  the  manufacture  and  maintenance  of  industrial 
boilers  and  pressure  vessels.  Another  grant  of  $304,500  provides  for  the 
design  and  specifications  for  a  high-speed  rail  system,  which  will  include 
American-made  components.  When  project  sponsors  adopt  American 
codes  and  standards,  U.S.  companies  stand  an  increased  chance  of  win- 
ning contracts  that  follow. 

•  Overcoming  b'lreaucratic  hurdles:  For  example,  the  lengthy  and  expensive 
certification  process  for  the  sale  of  telecommunication  equipment  had  been 
hindering  U.S.  telecommunication  exports  to  the  New  Independent  States. 
Working  with  the  Regional  Commonwealth  In  Communications  (the  NIS 
intergovernmental  communications  agency),  TDA  provided  funding  for  the 
preparation  of  a  certification  handbook  for  local  authorities  to  simplify  the 
certification  process.  This  made  it  less  costly  as  well,  and  opened  new 
opportunities  for  U.S.  companies. 

Creating  Markets  for  Enviromentai  Technologies: 
The  Enviromentai  Protection  Agency 

The  U.S.  Environmental  Protection  Agency's  international  technology  programs 
can  play  an  important  role  in  promoting  the  competitiveness  of  U.S. 
environmental  technologies  and  expertise  abroad.  Even  though  EPA  does  not 
engage  in  the  traditional  "export  assistance"  activities,  such  as  business 
counseling  and  dissemination  of  trade  leads,  the  Agency  can  help  create  a 
market  for  environmental  technologies  and  services  overseas  by  helping  other 
countries  develop  their  environmental  regulatory  and  enforcement  capabilities 
that  drive  the  demand  for  environmental  technology. 

Specifically,  the  U.S.  Technology  for  International  Environmental  Solutions 
(U.S.  TIES)  program  promotes  the  dissemination  of  information  on  proven  and 
cost-effective  U.S.  environmental  technologies  through  information  exchange, 
training  and  technology  demonstrations.  For  the  past  two  years,  projects  include 
the  demonstration  of  drinking  water  treatment  technologies  in  Mexico  and 
China,  energy  efficiency  technology  in  Hong  Kong,  rebum  technology  for  nirrous 
oxide  in  Russia  and  Ukraine  and  advanced  air  pollution  control  in  Russia  and 
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India.  U.S.  TIES  tiinJint;  included  ,i  yrant  rn  rho  U.S.  Environmental  Traininy 
Institute  for  training  private  and  public  .sector  otticiaU  in  developing  countrie> 
renardln(4  U.S.  environmental  technoloj;ies  and  management  techniques.  U.S. 
TIES  alsi>  demonstrates  the  specific  performance  cap.ihilities  of  .selected  U.S. 
technologies  under  real-time,  country-specific  settings.  Coupled  with  technical 
iissistance,  training  and  other  U.S.  TIES  programs,  the.se  demonstrations 
encourage  the  acceptance  and  use  of  U.S.  technologies  on  a  broader  basis. 

Expanding  Market  Opportunities  for  U.S.  Businesses: 
Department  of  Transportation 

The  Federal  Highway  Administration  (FHWA),  within  the  Department  of 
Transportation,  maintains  initiatives  to  promote  U.S. business  interests  abroad. 
Under  section  6003  of  the  intermodal  Surface  Transportation  Efficiency  Act  of 
1991,  the  t-HWA  is  authorized  to  lend  its  unique  skills  to  enhance  the  technical 

component  of  U.S.  corporate  bids  on 
foreign  projects.  The  corporations, 
in  turn,  reimburse  FHWA  for  the 
commitment  of  any  resources  beyond 
personnel  costs.  This  public-private 
partnership  serves  as  a  powerful  tool  in 
securing  international  contracts 
for  U.S.  firms. 


''We  are  committed  to  doing  ail  we  can  to 
keep  American  companies  competitive. 
We  are  working  with  industry  as  never 
before  to  learn  how  we  can  best  serve 
their  needs,  and  are  proud  to  be  a  part 
of  the  interagency  team  and  to  put  our 
expertise  to  work  in  supporting  U.S.  firms 
abroad.  The  National  Export  Strategy 
provides  us  with  tools  we  can  use  to  help 
our  businesses  compete  and  win." 

—  Federico  Pena,  Secretary  of  Transportation 


In  addition,  FHWA's  technical  assistance 
also  benefits  emerging  foreign  markets  by 
drawing  on  its  technical  experience  to 
reform  the  institutional  framework  in 
foreign  countries.  These  efforts  in  turn 
facilitate  increased  investment  in 
transportation  infrastructure  and  asociated 
export  of  U.S.  equipment  and  services. 


The  benefits  of  this  public-private  relationship  are  evident  in  FHWA's 
involvement  in  a  technical  assistance  effort  in  Russia  in  support  of  World  Bank 
funded  projects.  As  a  result  of  FHWA's  interaction  with  the  Russian  public 
sector  counterparts,  U.S.  firms  won  half  of  the  design  and  project  supervision 
contracts  of  the  World  Bank's  first  highway  loan  to  Russia  and  U.S.  equipment 
manufacturers  have  exported  more  than  $10  million  worth  of  equipment. 

TT\e  Republic  of  South  Africa's  Department  of  Transport  is  also  a  recipient  of 
U.S.  technical  assistance  to  facilitate  the  transfer  of  technology  and  information 
to  strengthen  the  post-apartheid  democracy  as  well  as  promote  the  U.S.  highway 
sector  in  South  Africa  and  throughout  Sub-Saharan  Africa. 
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At  a  White  House 
Conterence  on  Partiicrinsj 
with  the  Private  Sector 
held  in  August  19%, 
FHWA's  specialized  role 
and  support  of  current 
international  projects 
were  widely  praised  by 
U.S.  private  sector 
representatives. 

Developing  Foreign 
Markets:  U.S. 
Department  ofLabor 

Tlie  Department  of  Labor 
has  fostered  the  transition 
to  open  market 
economies  in  Central  and 
Eastern  Europe  by 
helping  the  governments 
of  these  emerging 
democracies  assess  the 
critical  needs  of  their 
labor  forces.'and  develop 
plans  to  meet  these  needs. 
During  the  year,  the 

^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^   Department  helped  attain 
three  objectives:  creating  an  effective  market-oriented  social  safety  net  to  lessen 
the  effects  of  labor  dislocations;  making  available  economic  education  and 
training  to  help  individuals  function  effectively  in  the  market  economy;  and 
advancing  social  and  economic  institutions  necessary  for  the  efficient  functioning 
of  free  labor  markets. 

Building  Agricultural  Linkages:  U.S.  Department  of  Agriculture 

The  Department  of  Agriculture's  Foreign  Agriculture  Service  (FAS)  has 
enhanced  U.S.  agriculture's  competitiveness  by  providing  linkage  to  world 
resources  and  international  organizations  and  building  a  spirit  of  cooperation. 
FAS  helps  scientists  and  leaders  from  other  agencies,  the  academic  community 
and  elsewhere  to  establish  relationships.  FAS  also  serves  as  a  link  between  the 
technical  expertise  of  the  U.S.  agricultural  community  and  counterparts  in  Africa, 
Asia,  Latin  America  and  the  New  Independent  States  (NIS).  In  this  way,  the  U.S. 
agricultural  sector  gains  access  to  emerging  technologies  and  a  wider  array  of 
ijcnctic  material,  which  can  be  crucial  to  creating  new  -  and  improving  existing  - 
agricultural  products,  practices  and  markets. 


Teaming  Up  to  Promote  U.S.  Exports 


With  dozens  of  airport  projects  on  the  drawing  boards  in 
Latin  America  and  the  Caribbean,  TDA  and  the  FAA  teamed 
up  to  promote  exports  to  the  region  by  co-hosting  "The  Americas 
Conference  on  Aviation"  in  Miami  in  September  1 995.  Building  on 
a  theme  established  at  the  1 994  Summit  of  the  Americas,  the 
conference  provided  a  forum  for  domestic  and  international  aviation 
leadership  of  the  Americas  to  meet  top  representatives  of  the  various 
governments  and  the  aviation  industry,  equipment  manufacturers, 
service  providers  and  finance  experts,  as  well  as  approximately  1 30 
senior  aviation  officials  from  more  than  25  countries  throughout  the 
Caribbean  and  Latin  America.  TDA  presented  sp>ecial  briefings  on 
aviation-related  projects  throughout  the  region  and  assisted  in 
arranging  private  meetings  between  the  key  procurement  officials  of 
airport  projects  and  U.S.  businesses.  Secretary  of  Transportation 
Federico  Pena  and  Ex-lm  Bank  Chairman  Martin  Kamarck  also  were 
on  hand  to  encourage  U.S.  investment  and  exports. 

TDA  and  the  FAA  also  teamed  up  on  several  other  projects 
throughout  the  year.  Included  were  FAA  training  for  Thai  and 
Indonesian  aviation  technicians  and  officials  as  well  as  orientation 
visits  for  South  American  officials  to  inspect  U.S.  aviation  and  navaid 
equipment  and  meet  with  U.S.  businesses  in  their  facilities. 
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Recommendations 

While  the  TPCC  agencies  have  had  many  notable  successes  in  helping  American 
firms  to  secure  international  contracts  for  a  broad  array  ot  capital  projects,  in 
some  situations,  U.S.  companies  have  lost  contracts  because  other  OECD 
member  countries  were  willing  to  offer  more  feasibility  study  funding,  provide 
technical  assistance,  and  more  generous  project  financing.  Other  OECD  nations 
continue  to  dedicate  far  greater  resources  to  the  "early  money"  and  project 
planning  assistance  that  is  instrumental  to  win  contracts  for  the  billions  ot 
dollars  of  infrastructure  projects  undertaken  in  middle-income  and  developing 
nations  each  year. 

In  order  to  ensure  that  U.S.  exporters  are  able  to  successfully  compete  for  market 
share  in  the  rapidly  growing  emerging  markets,  the  TPCC  agencies  will  work 
during  the  coming  year  to: 

•  Become  more  aggressive  in  providing  technical  assistance  to  promote 
economic  growth  in  developing  countries  and  assisting  U.S.  companies 
in  overcoming  the  heavily  funded  competitive  practices  of  foreign 
governments. 

While  it  is  important  to  continue  our  efforts  to  channel  technical  assistance 
resources  in  the  direction  of  institutional  and  project-specific  assistance  that 
can  contribute  to  the  export  of  U.S.  goods  and  services,  it  is  also  critical  to 
oversee  such  publicly-sponsored  assistance  efforts  to  assure  that  they  are 
consistent  with  the  overall  policy  of  promoting  freer  world  trade.  For  this 
reason  and  others,  it  is  clearly  important  to  monitor  efforts  such  as  technology 
transfers.  Furthermore,  it  is  of  critical  importance  that  we  maintain  measures 
of  performance  to  assure  that  our  assistance  efforts  are  focused  efficiently. 

Our  strategy  will  be  to  target  our  trade-related  technical  assistance  at 
infrastructure  and  industrial  sectors  where  major  investments  are  taking 
place.  These  sectors  are  agriculture,  energy,  environment,  health  care, 
manufacturing,  mining  and  minerals  development,  telecommunications, 
tratwportation  and  water  resources.  Within  those  sectors,  our  assistance  will 
be  focused  on  the  project  opportunities  where  U.S  technology  is  highly 
developed  and  the  potential  for  U.S.  exports  is  the  greatest. 

Our  project-related  assistance  in  each  country  will  include  the  most 
appropriate  mix  of  project  planning  assistance,  such  as  feasibility  studies, 
conceptual  design,  and  business  plans.  It  will  include  technical  assistance 
in  writing  industry  standards  as  well  as  bid  documents;  equipment 
specifications  for  specific  tenders;  training;  orientation  visits;  and  technology 
and  equipment  symposia  and  conferences  to  familiarize  purchasers  with 
U.S.  equipment. 
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•  More  closely  focus  development  assistance  programs  to  create  and 
strengthen  market-based  institutions  in  developing  countries  and 
transition  economies. 

USAID  will  increase  its  emphasis  i>n  technical  assistance  programs  that  tcKus 
on  policy  and  institutional  reforms  to  expand  economic  growth,  improve  the 
business  climate,  increase  openness  to  trade,  and  make  countries  more 
attractive  to  U.S.  traders  and  investors. 

USAID  will  also  explore  ways  to  create  public/private  sector  trade  and 
investment  partnerships.  USAID  will  expand  its  application  of  innovative 
partnerships  which  bring  together  U.S.  companies  and  the  business 
communities  of  developing  countries.  The  current  program,  which  funds 
partnerships  such  as  the  U.S.-  Asia  Environmental  Partnership,  the  Latin 
American  Partnership,  and  the  U.S.-  Thai  Foundation,  focuses  on  grant 
programs  that  apply  U.S.  technology  and  expertise  to  overcoming 
developmental  constraints  primarily  in  the  environment.  The  focus  of  new 
programs  should  also  be  widened  to  cover  other  sectors  such  as  energy, 
information  technology,  education,  health  services  and  finance. 

•  Provide  or  oversee  long-term  technical  advice  (including  procurement 
consultation)  to  foreign  ministries  to  follow  key  projects,  advise  on  the 
establishment  of  institutional  requirements  and  industry  standards, 
develop  technical  specifications  for  project  procurements,  advise  on 
equipment  selection,  technology  and  services. 

•  Better  coordinate  our  technical  assistance  activities. 

The  TPCC  agencies  will  provide  a  more  unified  approach  to  technical 
assistance  -  at  an  earlier  stage  in  the  development  of  program  strategies, 
standards  and  goals  -  to  help  open  additional  markets  to  U.S.  goods.  Using 
existing  TPCC  networks,  like  our  trade  finance  "pipelines,"  we  will  ensure 
that  all  forms  of  Federal  technical  and  project  planning  assistance  are 
coordinated  strategically  to  benefit  U.S.  firms  and  undergird  our  foreign  policy 
initiatives. 
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!  Offsets  in  Defense  Trade 

"Poreign  governments  often  require  coinpensiition  packages,  i)r  offsets,  as 
1    part  of  contract  negotiations  for  large  purchases  such  as  aircraft.  These 
compensation  practices  are  used  in  both  commercial  and  military  sales.'  Offsets 
include  mandatory  co-production,  licensed  production,  subcontractor 
production,  technology  transfer,  countertrade,  and  foreign  investment.  Offsets 
may  be  direct,  indirect,  or  a  combination  of  both.  Direct  offsets  refer  to 
compensation,  such  as  co-production  or  subcontracting,  directly  related  to  the 
system  being  exported.  Indirect  offsets  apply  to  compensation  unrelated  to  the 
exported  item,  such  as  foreign  investment  or  countertrade. 

The  costs  and  benefits  of  offsets  in  defense  trade  to  sales  of  U.S.  defense-related 
articles  have  been  long  debated  within  the  U.S.  government.  At  issue  is  whether 
foreign  demands  for  offeets  may  be  reducing  the  employment,  industrial,  and 
technological  trade  benefits  that  accrue  from  U.S.  sales  of  defense  articles 
abroad,  or  whether  the  ability  of  U.S.  companies  to  agree  to  offset  demands  in 
contract  negotiations  gives  them  an  important  edge  over  foreign  rivals  in  the 
increasingly  competitive  international  defense  government  market. 

But,  ofifeet  practices  may  be  detrimental  to  the  strength  of  the  U.S.  defense 
industry,  particularly  to  small-  and  medium-sized  defense  subcontractors,  as  well 
as  other  non-defense  sectors  of  the  economy  affected  by  indirect  offsets  when 
offeet  agreements  result  in  components  being  produced  abroad,  rather  than  in 
the  U.S.  But,  offsets  can  also  lead  to  the  creation  of  export-related  jobs  because 
of  the  advantage  U.S  defense  companies  have  over  foreign  rivals  in  terms  of  the 
types  of  direct  and  indirect  offsets  they  can  provide.  Offsets  can  provide  benefits 
from  the  maintenance  of  defense  system  production  lines,  and  additional  sales  of 
U.S.  spares  and  services  over  the  lifetime  of  the  exported  hardware. 

While  originally  used  as  a  tool  to  rebuild  the  devastated  infrastnjctures  of  the 
post-World  War  II  environment,  offsets  are  now  being  used  primarily  by  foreign 
governments  to  achieve  new  economic  and  political  goals.  Developed  countries 
with  established  defense  industries  are  primarily  using  offsets  to  channel  work  or 
technology  to  their  domestic  defense  or  aerospace  companies,  while  other 
developed  countries  with  limited  defense  industries  are  using  offsets  to  enhance 
the  competitiveness  of  their  commercial  sectors.  Countries  with  newly 

This  Repnn  mil  tociu  on  military  oltsets.  We  iniend  to  ptnvide  a  comprehensive  analysis  of 
conunCTCial  atbm  in  our  1997  Natumal  Export  Strategy  Report 
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industrialized  economies  are  utilizing  both  military  and  commercial  related 
ofi^ts  that  involve  the  transfer  of  technology  and  know-how.  The  developing 
countries  with  less  industrialized  economies  generally  pursue  indirect  offsets  to 
help  create  commercial  businesses  and  build  their  infrastructure.  Moreover, 
countries  at  all  stages  of  development  use  offsets  to  politically  justify  the 
expenditure  of  local  tax  revenues  on  foreign  procured  goods.  Most  countries  - 
including  the  U.S.,  Europe  and  Japan  -  have  restrictions  on  defense 
procurement,  such  as  buy  national  policies  and  consideration  for  critical 
industries  and  small  businesses.  The  table  below  provides  an  analysis  of  offset 
transactions  by  region  and  industry. 


Defense  OfiVet  Transactions  by  Region  and  Industry, 

«)9;M9«)4 

SIC 

Code           Industry  Sector 

Actual  Values  in 

$000s 

Pacific 

Middle 

Total. 

Rim 

_Eut_ 

_Qtha 

14 

Mining 

3,244 

3044 

0 

0 

0 

IS 

Gcnenl  Contractan 

2,607 

2.607 

0 

0 

0 

16 

Heavy  Constmctiaa 

260 

260 

0 

0 

0 

17 

Constructioo  •  Spcdahy  It^o 

3,874 

3.874 

0 

0 

0 

20 

Food  and  Kindtcd  Producu 

15,466 

15,466 

0 

0 

0 

22 

TnrtilrMillProdDcti 

1,267 

1.267 

0 

0 

0 

23 

Apparel  &  Other  Rnkiicd  Prodncti 

3,518 

3.518 

0 

0 

0 

26 

Paper  Milb  and  Allied  Pradocts 

8,862 

8,862 

0 

0 

0 

27 

Printing  and  Puiilithiiv 

1,761 

1,761 

0 

0 

0 

28 

57,006 

42.766 

0 

9394 

4,846 

32 

Stone,  Clay  and  Ghn  Prodacts 

1.164 

1.164 

0 

0 

0 

33 

Primary  Metal  Indiutric* 

32,871 

18.291 

3.191 

1U89 

0 

34 

Fabricated  Metal  Prodncti 

102,676 

63.840 

1.292 

17333 

19,711 

35 

Indutrial  Machinery 

355.130 

337.022 

10.500 

388 

7,220 

36 

Electronic/Electrical  Eqnipocnt 

565,616 

416.319 

59.239 

1.610 

88,447 

37 

Tranaportation  Eqnipnent 

2,092.763 

1,216,879 

474.681 

48,380 

352,822 

38 

Meanuing,  Analyzing  Imtmaaenti 

63.323 

44,104 

0 

400 

18,819 

44 

Water  Ttantpottation 

5.208 

5,208 

0 

0 

0 

47 

Tranaportation  Services 

2.764 

2300 

0 

0 

264 

50 

VSliolesale  Trade  •  Durables 

78.800 

78,800 

0 

0 

0 

51 

Wholesale  Trade  •  Noo-Dorables 

822 

822 

0 

0 

0 

61 

Noodepository  Credit  Institutions 

22.023 

22,023 

0 

0 

0 

67 

Holdiif/Inveslnent  Offices 

28.488 

19,850 

0 

8,638 

0 

73 

53,224 

49,992 

0 

676 

2.556 

76 

Miscellancaas  Rcpur  Services 

690 

690 

0 

0 

0 

81 

Le^  Services 

75 

0 

0 

75 

0 

82 

Educational  Services 

153.217 

141.811 

7,906 

250 

3.250 

87 

Technical  Services 

146.551 

114.380 

28.000 

987 

3,184 

99 

Undetermined 

30,935 

30.935 

0 

0 

0 

AU  Industries 

3.834.205 

2.648,255 

584.810 

100.020 

501,120 

^■nr. 

;  li\\   l.J.r.,:  K..i.'>rll|l..l   ^.,^, 
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National  and  international  Policies 

Existing  International  Obligations 

A  number  of  agreements  contain  provisions  that  could  in  stime  cases  prohibit 
government-mandated  defense  offset  requirements.  The  agreements  include  the 
General  Agreement  on  Tariffs  and  Trade,  1994  (GATT),  the  WTO  Trade 
Related  Investment  Measures  Agreement  and  the  WTO  Agreement  on 
Government  Procurement.  These  agreements  all  have  some  limitations:  st>me 
agreements  are  subject  to  exclusions,  primarily  government  procurement  and 
national  security,  that  cover  significant  areas  in  which  offsets  are  most  abundant, 
and  some  agreements  are  limited  to  a  small  number  of  signatories. 

U.S.  Policy 

The  U.S.  government  policy  on  offsets  in  military  exports  was  developed  in 
response  to  the  National  Defense  Authorization  Act  for  Fiscal  Year  1989,'  which 
required  the  President  to  establish  a  comprehensive  defense  trade  offset  policy. 
The  resultir\g  policy,  issued  April  16,  1990,  notes  that  the  U.S.  government  views 
certain  ofifeets  to  be  economically  inefficient  and  market  distorting.  The  policy 
directs  that  certain  principles  be  followed  to  minimize  the  adverse  effects  of 
offsets,  while  not  hampering  U.S.  firms  ability  to  compete  for  military  export 
sales.  Part  of  the  statement  by  the  White  House  Press  Secretary  follows: 

"The  President  stated  that  the  United  States  government  is  committed  to  the 
principles  of  free  and  fair  trade.  Consequently,  the  United  States  government 
views  certain  ofifsets  for  military  exports  as  economically  inefficient  and  market 
distorting. 

"Mindfiil  of  the  need  to  minimize  the  adverse  effects  of  offsets  in  military  exports, 
while  ensuring  that  the  ability  of  U.S.  firms  to  compete  for  military  expon  sales  is 
not  undermined,  the  President  has  established  the  following  policy: 


—  No  agency  of  the  U.S.  government  shall  encourage,  enter  directly  into,  or 
conunit  U.S.  firms  to  any  offeet  arrangement  in  connection  with  the  sale  of 
defense  goods  or  services  to  foreign  governments. 

—  U.S.  government  funds  shall  not  be  used  to  finance  offsets  in  security 
assistance  transactions  except  in  accordance  with  currently  established 
policies  and  procedures. 

—  Nothing  in  this  policy  shall  prevent  agencies  of  the  U.S.  government  from 
fulfilling  obligations  incurred  through  international  agreements  entered 
into  prior  to  the  issuance  of  this  policy. 


Pub.  L»  No.  iaM5«.  Section  825:  USC  2505  (sutsequentiv  n 
Uw  No.  102-585). 


nhered.^«  lOU.S.C.  2512hvPiih 
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—  The  decision  whether  to  engage  in  offsets,  ;ind  the  responsibility  for 
negotiating  and  implementing  offset  arrangements,  resides  with  the 
companies  involved. 

—  Any  exceptions  to  this  policy  must  be  approved  by  the  President  through 
the  National  Security  Council. 

"The  President  also  noted  that  the  time  has  come  to  consult  with  our  friends  and 
allies  regarding  the  use  of  offsets  in  defense  procurement.  He  has,  therefore, 
directed  the  Secretary  of  Defense,  in  coordination  with  the  Secretary  of  State,  to 
lead  an  interagency  team  to  consult  with  foreign  nations  with  a  view  to  limiting 
the  adverse  effects  of  offsets  on  defense  procurement.  This  interagency  team  will 
report  periodically  on  the  results  of  these  consultations  and  forward  any 
recommendations  to  the  National  Security  Council." 

It  was  envisioned  that  the  interagency  team  also  would  include  the  Departments 
of  Commerce,  Labor,  Treasury,  and  the  Office  of  the  U.S.  Trade  Representative. 
The  Congress  subsequently  incorporated  this  policy  statement  into  law  with  an 
amendment  to  the  National  Defense  Authorization  Act  (Pub.  L.  102-558,  Title  I, 
§124, 106  Stat.  4207). 

The  NATO  Code  of  Condttct  in  Defense  Trade 

For  a  two-year  period  (1992-1993),  extensive  meetings  were  held  at  NATO  and 
in  member  capitals  to  develop  a  generic  ground  rules  document  to  establish 
transparent  deferue  trade  procedures.  The  draft  NATO  Code  of  Conduct  in 
Defense  Trade  was  to  define  the  Principles  for  Improving  Defense  Trade  Among 
the  Allies  including  transparency  of  national  procurements,  contracting  and 
auditing  procedures,  quality  control,  technology  transfer,  re-export  requirements 
and  removal  of  barriers  to  defense  trade. 

The  following  statement  was  included  in  the  draft  Code  of  Conduct  regarding 
offsets: 

"Offsets  constitute  an  integral  part  of  the  industrial  policy  of  certain  countries. 
Nevertheless,  those  countries  will  progressively  reduce,  towards  timely 
elimination,  their  offset  requirements,  once  they  have  noted  real  progress  in  the 
opening  up  of  markets,  in  the  transfer  of  technology,  and  in  the  participation  in 
common  research,  development  and  production  programmes.  This  process 
towards  elimination  will  be  reciprocal,  and  will  take  into  account  the  different 
approaches  to  defense  trade  among  the  members  of  the  Alliance." 

In  late  1993  an  agreement  to  formally  approve  the  Code  of  Conduct  and  move 
into  the  implementation  phase  failed.  Although  the  offset  issue  was  not  the 
main  reason  for  the  failure  to  reach  final  agreement,  it  did  remain  an  issue  of 
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debate  until  the  discussions  were  suspended.  Even  the  rather  expansive 
statement  of  principle  regarding  gradual  elimination  of  offsets  was  viewed  by 
some  countries  as  posing  serious  difficulties,  while  the  U.S.  saw  this  language  as 
providing  inadequate  discipline  on  offsets.  Discussion  of  offsets  within  NATO 
was  cofisequently  never  agreed  among  the  allies. 

QAl'l  Discussions 

On  several  occasions  since  the  GATT  Agreement  on  Trade  in  Civil  Aircraft  was 
implemented  on  January  1,  1980,  there  have  been  informal  discussions  on  the 
margins  ofthe  GATT  Gammittee  on  Trade  in  Civil  Aircraft.  These  informal 
discussions  between  the  Commission  of  the  European  Union  (EU)  and  the 
United  States  were  concerned  with  the  trade  distorting  aspects  of  offsets.  It  was 
recognized  in  these  discussions  that  some  customers  mcreasingly  were  looking  for 
industrial  compensation  in  connection  with  the  purchase  of  non-military 
aircraft.  In  1992,  the  U.S.  and  the  EU  concluded  a  bilateral  agreement  which 
interprets  provisiot\s  on  the  GATT  Agreement  on  Trade  in  Civil  Aircraft.  In 
that  interpretation,  government-mandated  offsets  are  prohibited  in  connection 
with  Civil  Aircraft  Trade.   The  Commerce  Department  repon  Offsets  in  Defense 
Trade  (May  1996)  recommends  consultations  with  allied  countries  in  order  to 
reach  similar  agreement  on  prohibiting  government  mandated  offsets  connected 
to  military  purchases. 

Defense  Memoranda  of  Understanding 

Other  than  the  1990  U.S.  government  policy  on  offsets,  there  are  limited 
Department  of  Defense  (DOD)  provisions  regarding  offsets  in  defense  trade. 
However,  in  bilateral  umbrella  EX3D  Memoranda  of  Understanding  (MOUs) 
with  allied  countries,  EXDD  has  inserted  language  in  each  agreement  concerning 
ofifeets:  Governments  agree  to  discuss  measures  to  limit  the  adverse  effects  of 
ofifsets  on  the  defense  industrial  base  of  the  two  countries. 

With  regard  to  project-specific  MOUs  with  allied  countries,  DOD  does  not 
include  reference  to  ofifeets,  with  the  general  exception  of  the  mandatory 
reference  to  Section  27  of  the  Arms  Export  Control  Act  Cooperative,' 
proscribing  requirements  for  indirect  offsets:  Such  agreements  shall  provide  that 
no  requirement  shall  be  imposed  by  a  participant  for  worksharing  or  other 
industrial  or  commercial  compensation  in  connection  with  such  agreements  that 
are  not  in  accordance  with  such  agreement. 

Foreign  Country  Policies 

While  space  limitations  preclude  giving  a  detailed  country  by  country  assessment 
of  offeet  policies,  the  table  following  provides  a  summary  of  current  offset  policies 
for  governments  worldwide.  The  table  lists  requirements,  preferences,  and 
primary  goals  of  offeet  programs. 

'   22  use  2767.  Sec  27(c) 
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Cuitomer 

Offset  Requirement 

Type  of  Offset  UsuaUy  Preferred 

Western  Eur.»ix-/NATO 

AuMria                         Required  since  1976. 

BelRium                        Required  »ince  mid'1960s. 

Direct  and  other  lech  transfer. 
Direct  and  other  tech  transfer. 

Canada 

Denmark 

Finland 

Formally  required  at  least  since  mid-  1970s. 

Required  4ince  1960s. 

Required  on  ad  hoc  basis,  start  date  unknown. 

Direct  and  other  tech  trarufer. 
Direct  and  other  tech  transfer. 
Direct  and  other  tech  transfer,  countertrade. 

France 
Germanv 

Greece 

Italy 
Netherlands 

Not  formally  required  but  strongly  encouraged  for 
purchases  investment 

Not  formally  required,  but  most  major  deals 
involve  some  kind  of  local  industrial  participation. 
Formally  required  since  1988;  previously  ad  hoc. 
Required  on  an  ad  hoc  basis;  start  date  unknown. 
Formally  required  since  198S. 

Direct  and  other  tech  transfer,  countertrade,  major 

Direct  and  other  tech  transfer. 

Direct  and  other  tech  transfer. 

Direct  and  other  tech  transfer,  countertrade 

Indirect:  tech  transfer,  investment,  countertrade 

Norway 

Forrnally  required  at  least  since  mid-1980s;  previously  ad  hoc. 

Direct  and  other  lech  transfer,  countertrade. 

Portugal 

Formally  required  at  least  since  mid-1980s. 

Investment,  countertrade. 

Spain 

Formally  required  at  least  since  early  1980s. 

Direct  and  other  tech  transfer. 

Sweden 
Switzerland 

Required  on  an  ad  hoc  basis,  start  date  unknown. 
Formally  required  at  least  since  mid-1970s. 

Direct  and  other  tech  transfer,  countertrade. 

Direct  and  other  tech  transfer,  investment,  countertrade. 

Tuikcv 

United  Kingdom 

Asia 

Formally  required  at  least  since  early  1980s. 
Required,  but  not  written  into  law;  start  date 
unknown:  probably  since  1960s. 

Direct  and  other  tech  transfer. 

Direct  and  other  tech  transfer,  countertrade. 

Aii«a«lia 

FormaUy  required  since  1983.  Ad  hoc  since  lau  1960s. 

Direct  and  other  tech  transfer. 

China 

Direct  and  other  tech  trwufer,  countertrade,  barter. 

India 

Not  formally  required  but  high  priority  for  large  acquisitions. 

Direct  and  other  tech  transfer,  countertrade,  barter. 

lodooetia 

Japan 

Required  at  least  since  the  mid-1980s. 

Not  formally  required  but  has  sought  coproduction  and 
licensed  production  since  the  1950s. 
Ad  hoc  requirement  stikce  1990. 

Direct  and  other  tech  transfer,  especially  interested 

in  aerospace  technology 

Direct. 

Direct  and  other  tech  tfuufcr,  countertrade. 

PikiMan 

Ad  hoc  requirement,  start  date  unknown. 

Direct. 

Singapore 

Required  on  ad  hoc  basU  since  early  1980t. 

Direct  and  other  tech  transfer. 

South  Korea 
laiwin 

Required  since  1984;  formalixed  in  1988. 

Direct  and  other  tech  transfer 

Thailand 

Formally  required  since  early  1995. 

Countertrade,  barter. 

Middle  East/North  AfrKa 

Egypt                          Required  on  ad  hoc  buis  since  1987. 

Israel                           Required  since  1967. 

Kuwait                          Required  since  1001. 

Oman                         Required  on  ad  hoc  basis  since  1992. 

Saudi  Arabia                Informally  required  since  mid'19dOi;  implemented  on  ad  hoc  basis. 

Direct  and  other  tech  transfer. 

Direct  and  other  tech  transfer,  defense 

iikdustry  investments. 

Investment. 

Investment. 

Investment,  tech  transfer,  oil  barter,  some  direct. 

United  Arab  Emir. 

Fomdlly  required  since  1991. 

Investment. 

Latin  Amenca 
Argentina 
BrazU 
Chile 

No  formal  requirement  but  desires  industrial  participation. 
No  formal  requirement  but  offsets  encouraged. 
No  formal  requirement  but  offsets  encouraged. 

Direct  aiul  other  tech  transfer. 
Barter,  countertrade,  tech  transfer. 
Direct  and  other  tech  transfer. 

Central  Europe 
Czech  Repub. 
Hungry 
Poland 

No  formal  requirement  but  offsets  desired. 
No  formal  requirement  but  offseU  desired. 
Offsets  desired,  possibly  required. 

Direct  and  other  tech  transfer. 
Direct  and  other  tech  transfer. 
Direct  and  other  tech  traiufer. 

Other 
South  Africa 

Began  requiring  offsets  in  1995. 

Direct  and  other  tech  tnuuf  er,  countertrade. 
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Thmhold  at 

simalMultiplieK                Additional  Comments                                                        | 

WhkkQiiKI 

Penalties 

U  Requimi  (USS) 

NA 

DtflenMf  inJuMrv  support. 

NA 

NA 

1.2S  million 

Defense  induslry  support,  bousi  cmplovment. 
improve  trade  balance. 

No 

Yes 

Offset  obiiKatiunit  must  be  split  amonc  three  lintiuiMii:  re|non> 

NA 

Defense  and  hiKh-tcch  industry  support. 

Yes 

NA 

Call  il  an  "inJuttnal  benefits"  prugntn  »ince  l**M 

800.000 

Defense  industry  support. 

No 

NA 

NA 

Support  defense  and  higfa'tech  industries, 
employment,  trade  balmnce. 

Ad 
Hoc 

Yes 

NA 

Defense  industry  support. 

NA 

Yes 

Prefers  true  joint  venture*,  with  shared  cu«tK  and 
proportional  national  work. 

NA 

Defense  industry  support. 

Ad 
Hoc 

NA 

Emphasis  shifting  to  true  joint  ventures,  with  >hared 
costs  aitd  proponional  national  work. 

600,000 

Defense  industry  deveiopomt  and  support. 

Yes 

Yes 

Offset  afcrevrnent  required  prior  to  contract  award. 

NA 

Defense  industry  support,  employment 

NA 

NA 

2.9  million 

Support  local  industries,  enptoyinent,  technology 
acquisition. 

No 

Yes 

7.2  million 

Support  defense  ii>dustryi. 

NA 

NA 

"Industrial  protocol"  must  be  negotiated  prior  to 
contract  award. 

NA 

Boost  economy  activity  and  local  employment. 

NA 

NA 

trade  balance. 

NA 

Defense  industry  support. 

NA 

NA 

Increased  emphasis  on  true  joint  ventures,  with  shared 
costs  and  proportiocul  national  wurk. 

NA 

Defense  industry  support.  ti«dc  balance. 

NA 

Yes 

Offset  poUcY  under  review,  may  become  formal  requirement. 

NA 

EMense  iiHlustrv  support,  sdf -sufficiency, 
techiwlofty  acquisition. 

NA 

Yes 

1  million 

Defense  industry  development  and  support. 

Yes 

Yes 

Half  must  be  direct  offsets. 

16  million 

Defense  industry  support,  acqnisilion  of  high  technology. 

No 

NA 

"Industrial  participation  programs."  Must  be  defense -related. 

2milUon 

Defeosc  and  high-tech  itMlmurst^HMMt..  self  .auffldency. 

NA 

Yea 

a  level  determined  on  ad  hoc  basis. 

NA 

hardcumac> 

NA 

NA 

NA 

Defense  industry  devdopnent  and  support. 

Has  coproduced  a  variety  of  arms  since  the  1960s. 
Govenunent  is  exploring  increasing  offset  requirements. 

NA 

NA 

Yea 

NA 

conserve  hatd  cutRtkcr*  trade  hahnrr. 

NA 

NA 

Does  not  seek  offset  if  quantity  is  too  small  to  justify 
local  productioo. 

NA 

Defense  ilbdiutrr  dcvdopnent.  cooaerw  hard 
currency,  trade  balaiice. 

Yea 

NA 

NA 

icil'SuniciuK.  f* 

NA 

NA 

Has  had  number  of  coproduction  agreemenu  siiKC  the  1970s. 

NA 

Ad 
Hoc 

NA 

Imillion 

Defense  industry  devdopaent  and  support. 

Yea 

Yes 

50  million 

technolocT  aoiotsition. 

No 

Yea 

Doesn't  count  coproduction  toward  offset  requirements. 

20miUioo 

No 

No 

Countertrade  amount  to  be  negotiated  with  Ministry 
of  Commerce  prior  to  signing  contract. 

NA 

NA 

NA 

Limited  by  financing. 

500,000 

No 

Yes 

Called  Industrial  Cooperation  Programs. 

3.4  million 

Ecofiomic  diversificatioa.  job  creation. 

Yes 

Yes 

NA 

NA 

NA 

NA 

Economic  growth  and  diversification,  tcchlkology 
acquisition. 

No 

NA 

Emphasu  shifted  from  direct  offsets  in  1980b  to  indirect 
oHsets  in  the  1990s. 

10  million 

on  oil  and  foreign  labor. 

Yes 

Yes 

Emphasizes  capital-intensive,  high-tech, 
export-oriented  projects. 

NA 

Support  defense  indnatry 

NA 

NA 

NA 

Conserve  hard  currency. 

NA 

NA 

NA 

Build  and  maintain  defense  industry. 

NA 

NA 

NA 

Def  efuc  industry  support. 

NA 

NA 

Biuncing  problems  limiting  deals. 

NA 

Wants  to  change  to  NATO  startdard  equipment. 

NA 

NA 

Financing  problems  limiting  deals. 

NA 

Support  and  modeinixe  defense  industry. 

NA 

NA 

Financing  problems  limiting  deals. 

1.4  million 

Support  defense  and  hifb-ledi  indnatriet.  trade  Uance.  NA 

NA 

Government  ptaiu  to  increase  minimum  offset. 
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Competitiveness  Issues 

Impact  on  Prime  Contractors  and  Subcontractors 

The  IDepartment  of  Commerce,  Bureau  of  Export  Administration  (BXA)  report 
on  defense  offsets  (Offsets  in  Defense  Trade,  May  1996)  was  produced  pursuant  to 
1992  amendments  to  Section  309  of  the  Defense  Production  Act  of  1950,  as 
amended.  BXA  was  given  authority  under  these  amendments  to  collect  data 
from  U.S.  firms  involved  in  offset  agreements  in  connection  with  sales  of  weapon 
systems  or  defense-related  items  to  foreign  countries  or  foreign  firms.  The  data 
collected  for  this  report  cover  offset  transactions  and  agreements  entered  into 
during  the  time  period  1993- 1994. 

Offset  Obligations,  Selected  Years 


'  DtU  for  1988-1992  not  miUbh  (YD 


Concurrently,  BXA  began  its  Defense  Diversification  Needs  Assessment  Survey 
program.  The  Needs  Assessment  Survey  was  sent  to  small-  and  medium-sized 
subcontractors  nationwide  in  order  to  match  their  diversification  and 
competitiveness  needs  with  the  resources  of  Federal  and  state  government 
assistance  programs.  The  Survey  included  a  question  on  the  impact  of  offsets  on 
these  businesses.  Of  the  nearly  1 ,000  respondents  who  indicated  whether  they 
were  affected  by  offset  agreements,  204  expressly  stated  whether  they  were 
positively  or  negatively  impacted  by  offsets.  Of  the  204,  34,  or  1 7  percent,  stated 
they  had  benefitted  from  such  arrangements,  while  170,  or  83  percent,  state  they 
had  been  harmed. 
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Information  and  comments  gathered  in  the  course  of  these  two  studies  have 
highUghted  a  number  of  areas  of  concern  that  arise  from  offset  agreements. 

Market  Distortion 

Offsets  add  distortion  to  the  regular  operations  of  the  defense  marketplace 
because  procurement  decisions  are  not  based  solely  on  the  price,  delivery  or 
quality  of  the  item  being  purchased.  Rather,  the  shape  of  the  offsets  or  economic 
benefit  package  that  the  seller  firms  can  provide  comes  to  the  forefront  of  the 
procurement  decision  process.  In  almost  all  cases,  the  request  for  proposal  for 
defense  articles  mandates  a  minimum  offset,  and  bids  packages  will  not  be 
accepted  by  the  foreign  buyer  unless  the  seller  of  the  defense  system  includes  an 
offeet  package,  either  attached  to  the  bid  or  as  a  side  deal.  While  there  is  usually 
transparency  in  the  systems  procurement  process,  there  is  often  a  lack  of 
transparency  in  the  related  mandatory  offset  agreement. 

Clearly,  a  seller  can  refuse  to  bid  on  a  procurement  where  there  is  an  explicit  or 
implicit  offset  requirement  or  where  the  offset  requirement  is  too  onerous.  In  the 
1980s,  with  growing  defense  and  export  sales  worldwide,  firms  could  choose  not 
to  bid  on  sales  which  included  offset  arrangements.  However,  as  domestic 
defense  procurement  declines  and  as  international  competition  increases  for  a 
declining  number  of  foreign  defense  sales,  U.S.  prime  contractors  note  they  feel 
compelled  to  participate  in  the  offset  package  bidding  war  in  order  to  make  the 
sale  and  maintain  their  company  s  economic  viability. 

Offsets  not  only  distort  defense  markets.  The  BXA  offsets  report  found  that  two- 
thirds  of  all  reported  offsets  were  indirect,  or  not  directly  related  to  the  defense 
system  sold.  Therefore,  offsets  may  be  causing  distortions  and  increased 
competitive  pressures  in  other  sectors  of  the  economy  as  well.  The  report  found 
that  offset  agreements  were  fulfilled  in  more  than  125  different  Standard 
Industrial  Classification  Codes;  this  highlights  the  presence  of  offset  agreements 
in  broad  areas  of  the  economy.  The  tables  following  indicate  the  number  of 
transactions  by  SIC  code. 

Defense  Industry  Base  Effects 

Of  the  approximately  1,100  transactions  in  1993-1994  analyzed  in  the 
Department  of  Corrimerce  report,  one-third  called  for  the  partial  or  full 
production  of  the  defense  system  in  the  buyer  country.  In  many  cases,  this  has 
led  to  the  creation  of  redundant  or  excess  defense  manufacturing  facilities. 
Moreover,  buyer  governments  have  found  it  politically  expedient  to  create  jobs 
through  this  type  of  direct  offset  package.  These  costly  and  redundant  facilities 
are  built  and  maintained  long  after  the  specific  transaction  is  complete.  U.S. 
companies  are  under  pressure  from  buyer  governments  to  maintain  a  future 
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Offset  Transactions  from  Needs  Assessment  Survey 
Detailed  Listing  of  Industry  Sectors,  SIC  Codes  14-99 


SIC 
Cfiik 


1521 
1541 

16 
1761 

20 
2033 
2079 
2084 

22 

23 
2621 
2671 

27 

28 

28 
282 
2834 
286 
2865 
2892 
2895 
3281 

33 
3312 
3315 
332 
3334 
3339 
3351 

34 

34 
3443 


IndiMtTY  Patriptiao 

Mining . 

Generml  Contisclon,  Family  Houm*  1 

General  Concrvcton*  Infautrial »».  1 

Heavy  Cocutmction 1 

Roofing,  Siding.  &  Sheet  Meol  Wk .  I 

Food  and  Kindred  Praducta 14 

Canned  Fruits  and  Vegetable* 2 

Shortening  and  Oils  u   .  3 

Wine,  Brandy,  and  Brandy  Spirits  ».  9 

TextUe  Mill  Products 1 

Apparel  bother  Finished  Products  9 

Paper  Milk 2 

Packaging  Paper . 


Printing- 


Chemicals  and  Allied  Products 1 

P^^^'^-l'^— *"-^*«  

Plastics 

Pharmaceutical  Preparatioos  ■    . 

Industrial  Chemicals 

Cyclic  Orpmic,  Crade/lntermediate 
Explosives 


Carbon  Bbck. 
Cut  Stone  and  Stone  Products- 
Primary  Metal  Industries  ... 
Steel  Works 


Steel  Wiredrawing  • 
Iron  and  Steel  Foundries  . 
Primary  Aluminum  . 


Primary  Metal,  exc  Alum.  &  C<]pper3 

Copper  Drawijtg  and  Extruding 6 

Fabricated  Metal  Coot 2 

Fabricated  Metal  Pruducts    ..  2 

Fabricated  Plate  Work 3 


Source:  BXA  Federal  Register  Offset  Data 


SIC 

Cfids  Industry  Descrintion  f 

3444  Sheet  Metal  Work 4 

3452  Industrial  Fasteners ~~. ..~.  1 

3462  Iron  and  Steel  Forgings  »»»»■ 7 

3463  Aerospace  (Nonferrous  Forgings) 1 

3479  Coaling,  Engraving,  &  Allied  Serv.  ~.  1 

348  Ordnance&  Accessories  (Launcher)   1 

348  Ordnance  &  Accessories  (Services) »  1 

348  Ordiuwce  and  Accessories ~ 9 

3489  Ordnance  and  Accessories,  NEC 3 

349  Valves 1 

3499  Metal  Fabricatioa,  NEC 1 

35  Industrial  Machinery 47 

3519  Internal  Combustion  Engines »».  2 

3523  Farm  Machinery 1 

3531  Construction  Machinery  ^ 1 

3532  Mining  Machinery ».»»..» 6 

3535  Conveyors  and  Conveying  Eqmt 2 

3541  Metal  Cutting  Machine  Tools 16 

3542  Meial  Forming  Machine  Tools  — ~..  5 

3544  Special  Dies  and  Tooling 4 

3548  WeUing  Equipment 2 

3552  Textile  Machinery 2 

3553  Woodworking  Machinery .-~.~» — ..2 

3554  Paper  Industries  Machinery .»..».»»-  4 

3555  Printing  Trades  Machinery »«.  2 

3562  Ball  and  Roller  Bearings I 

3567  Industrial  Furnaces  &  Ovens I 

3569  General  Industrial  Machinery .. 4 

357  Computer  Hardware  .'.^ 18 

3577  Computer  Printers 1 

3589  Service  IndusDy  Machinery 1 

3599  Other  Industrial  Eqmt.  (Fdters) 2 

36  Electronic  &  Other  Electrical  Eqmt ..  6 
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Offset  Transactions  from  Needs  Assessment 
Detailed  Listing  of  Industry  Sectors,  SIC  Codes  14-99 


SIC  SIC 

Qa^  Indmtrv  Deacnption                             *  Cusk 

362 1  Electric  Motors  and  Getiermtors .»«..  1  50 

3625  Relays  and  Indiutrial  Controk 1  5047 

3632  Hoiuebold  Refrigenton 2  5051 

366  Aenxpace  (Telecomm.  Eq.) 4  5084 

366  TelecoaununicadonsEquipinent »».  21  5122 

366 1  Telephone  Syatenu 3  5 1 69 

3669  Other  Coaununicationi  Equipment .  1  61 

367  Aeroapace  (Electronics) U  67 

367  Electronics 122  672 

3672  Electronic  Circuit  Boards I  6799 

3674  Semiconductors  &  Rel.  Devices  .~.»  1  73 

369  Batteries 1  737 

371  Automotive 6  737 

3711  Automotive 1  7389 

3714  Motor  Vehicle  Parts  &  Access 13  769 

372  Aempace  (Aircraft  and  Parts) 314  8111 

3721  Aerospace  (Aitcrah) 3  82 

3724  Aerospace  (Aircraft  Engines.  Pts)..~  5  82 

3728  Aerospace  (Aircraft  Parts) 75  8221 

3731  Ship  Building  and  Repairing 11  8711 

376  Aerospace  (MissUes  &  Space  Vehs)  .1  87 1 1 

38  Instrumentation  (Test  Equipment)  ..  1  8731 

3812  Aerospace  (Navigation  Equip) 3  8732 

3812  Search  and  Navigation  Equipment ».  3  8741 

3823  Industrial  Process  Controllers  —-..  1  8742 

3827  Aerospace  (Optical  Instruments)  —  2  8742 

384  Medical  Instruments  and  Equipment  6  8748 

3841  Surgical  liutruments 1  99 

3842  Medical  Equipment  and  Supplies  -~.  5  3844 
4412  Ocean  Freight  Shipping  »««»..».««.  1  47 

472  Tourist  Transportation  Services  »».  1 

Sourcei  BXA  Federal  Register  Offset  Data 


Industry  Dcxription 

Wholesale  Trade  -  Durables 

Wholesale  Trade  -  Medical  Eqmt 

Wholesale  Trade  -  Metals 

Wholesale  Trade  •  Ind.  Machinery ... 
Wholesale  Trade  •  Pharm.  »..«»...»« 
Wholesale  Trade  -  Chemicals  .».».... 

Banked  Credit 

Holding/Investment  Offices  ....»*»» 
Investment  Offices  ».„».»..»..»«»,. 

Venture  Capital ..» »...»»»»««.». 

Business  Services .................... 

Aerospace  (Software,Data  Proc)  ...» 
Software  and  Data  Processing  ......... 

Other  Business  Services  ................ 

Miscellaneous  Repair  Shops  .»»««*.. 

Legal  Services  ». ..«.»»««..«. 

Aerospace  (Educ.  Services) ...»...»» 
Educational  Services  ...»«»...„»»..« 

College  &  University  Education 

Aerospace  (Eng.  Services) 

Engineering  Services 

Cotnml.  Research,  Physical  Sci.  »»* 
Commi.  Research,  Social  Sci. ».»»« 
Management  Services  (Admin.)  .... 
AertMpace  (Mgmt  Coiuulting)  — .» 

Management  Consulting 

Business  Consulting,  (Dthcr ..»»».. 
Undetermined 

X-Ray  Equipment 

Transportation  Services .. 
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workload  in  these  foreiRn  plants,  often  at  the  expense  of  U.S.  subcontractors. 
In  a  time  of  defetwe  downsizing  worldwide,  sustaining  excess  facilities  is  not 
economically  viable. 

Subcontractors  raised  concerns  about  the  effect  that  offset  arrangements  have 
had  on  their  business.  Respondents  to  the  Defense  Diversification  Needs 
Assessment  Survey  who  are  in  the  aerospace  sector  and  supporting  industries 
(machine  shops,  forging  producers,  gear  manufacturers,  bearing  fabricators, 
electronic  component  manufacturers,  and  others)  reported  that  they  have  been 
negatively  affected  by  offsets.'' 

Technology  Transfer 

Approximately  one-quarter  of  defense  offset  transactions  are  direct  and 
indirect  technology  transfer.  As  part  of  the  offset  arrangement,  subcontractors 
may  be  required  by  the  prime  contractor  to  transfer  technology  that  they  may 
have  developed  or  perfected  to  foreign  companies,  so  that  the  prime  receives 
offset  credit.  Buyer  countries  use  the  technology  received  to  create  new  sectors 
or  support  mature  industries.  In  a  number  of  cases,  subcontractors  reported 
that  new  competitors  with  greater  capabilities  have  been  cre3ted  as  a  result  of 
the  transfer.  Some  subcontractors  reported  that  they  lost  business  from  the 
prime  contractor  after  refusing  to  panicipate  in  an  offset  arrangement  that 
called  for  the  subcontractor  to  transfer  their  proprietary  technologies  and 
techniques. 

Impact  on  Jobs 

If,  as  a  result  of  an  oflfeet  agreement,  some  component  related  to  the  systems 
sold  is  produced  abroad,  the  U.S.  defense  supplier  base  loses  business,  and 
employment  would  be  impacted.  While  offsets  can  create  employment  by 
maintaining  production  of  defense  articles,  offeets  have  also  harmed  prime 
contractor  employment,  when  uneconomic  coproduction  or  licensed 
production  agreements  results  in  manufacturing  overseas. 

Strategy  for  1996 

In  light  of  the  President's  request  that  an  interagency  committee  work  together 
to  prepare  for  and  initiate  consultations  with  foreign  nations  with  a  view  to 
limiting  the  adverse  effects  of  offsets,  the  following  recommendations  are 
offered. 

Military  Offsets 

•  Consult  with  major  U.S.  arms  producers,  including  both  primes  and 
subcontractors/suppliers,  and  with  labor  to  seek  their  positions  on 
minimizing  the  adverse  effects  of  offsets  in  defense  trade. 

*    For  a  full  disctBsion  of  the  concctiu  voiced  by  Needs  Anessmenc  respondents,  see  the  U.S.  Depanment  of 
Commenx,  BiHcau  of  Ezpoit  Administiation  repon,  OAiets  in  Defense  Trade.  May  1 996,  pp.  62-66. 
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Implement  consultations  with  our  trading  partners  on  offsets  in  defense 
trade  and  related  military  procurement  issues.  If  these  consultations 
demonstrate  that  further  negotiations  would  be  productive  in  minimizing 
the  adverse  effects  of  offsets,  offset  negotiations  should  be  undertaken  and 
should  begin  at  a  bilateral  level,  which  will  allow  for  consensus  building 
before  proceeding  to  a  larger  forum,  such  as  NATO. 

Review  and  modify  as  necessary  current  U.S.  government  policy  on  offsets 
in  defense  trade  to  respond  to  the  changing  nature  of  offset  demands, 
reflecting  both  the  need  for  U.S.  firms  to  remain  competitive  in 
international  arms  markets  and  the  need  to  maintain  our  defense 
industrial  base.  For  example,  in  instances  where  the  overseas  customer 
requires  technical  training,  the  U.S.  subcontractor/supplier  could  arrange 
for  the  training  and  receive  credit  toward  the  offset  obligation  for  doing 
so.  All  parties  would  benefit  from  such  an  arrangement.  The  United 
States  should  be  cautious  and  not  make  any  decision  to  unilaterally  limit 
offsets. 


Ofkea 
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The  1992  Export  Enhancement  Act  Amendments,'  which  established  the 
TPCC  framework,  emphasized  the  importance  of  a  unified  approach  to 
budgeting  TPCC  programs.  Congress  and  the  Administration  have  been 
particularly  interested  in  ensuring  both  prioritization  of  trade  promotion 
spending  and  coordination  across  agencies. 

The  Administration  has  implemented  this  approach  by  undertaking  policy 
coordination  and  planning  for  the  TPCC  programs  both  within  and  across 
agencies.  In  particular,  the  Administration  has  developed  its  budget  proposals 
for  TPCC  agencies  based  on  cross-cutting  reviews  of  their  activities  as  well  as 
traditional  reviews  of  agency  activities. 

TTiis  chapter  summarizes  budget  information  and  performance  measures  for 
TPCC  member  agencies.  Section  I  provides  an  overview  of  TPCC  budget  data. 
Agency  missions  and  programs  related  to  the  TPCC  are  summarized  in  Section 
II.  Section  111  discusses  the  performance  measurement  framework  that  is  being 
used  for  TPCC  programs  and  presents  output  and  outcome  measutes  for  the 
agencies.  Conclusions  are  discussed  in  Section  IV. 

Unified  Budget  Data 

Figure  1  summarizes  budget  authority  for  trade  promotion  activities  by  agency 
from  FY  1993  through  FY  1996  and  the  President's  proposal  for  FY  1997  (See 
also  Table  Al  in  Appendix  4).  Total  TPCC  spending  in  FY  1996  will  be  nearly 
$2.8  billion.  This  is  23  percent  below  1995  spending  of  $3.6  billion,  and  it  is 
below  1993  and  1994  levels  as  well.  The  President  has  proposed  spending  of 
$2.3  billion  for  FY  1997,  which  is  another  18  percent  below  1996  levels  (see 
Figure  1). 

Most  of  the  change  in  the  totals  for  both  1996  and  1997  results  from  decreased 
spending  on  Department  of  Agriculture  (USDA)  Commodity  Credit 
Corporation  (CCC)  Export  ErJ\ancement  Program  (EEP)  programs,  particularly 
the  Dairy  Export  Incentive  Program  (DEIP),  and  Export  Credit  Guarantee 
programs.  This  change  largely  reflects  high  current  commodity  prices  and 
temporary  effects  of  technical  reestimates  of  credit  subsidies.  Additional 
background  is  provided  in  the  section  below  which  considers  USDA  programs  In 
more  detail. 

'  Public  Uw  102-429 
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Figure  1.TPCC  Spending  By  Aeency,  FY  1993-1997 


(Millions  of  Dollar 


FY93       FY94 


FY96    f\97 
(Proposed) 


I  EXIM  G  USAIO 


I  Commerce :  Other 


Most  all  other  agencies  will  also  have  decreased  budget  authority  for  TPCC 
programs  in  1996.  The  Export-lmpxjrt  Bank  had  a  $62  million  decrease  in 
budget  authority  in  1996  and  a  further,  smaller  reduction  is  proposed  for  1997. 
These  levels  are  also  below  1993  and  1994  levels.  Because  it  has  negative  overall 
budget  authority,  OPlC's  figures  are  not  included  in  totals  for  agency  spending; 
additional  details  are  provided  below  in  the  discussion  of  OPIC  programs. 

This  year's  report  includes  a  portion  of  spending  by  the  U.S.  Agency  for 
International  Development  (USAID)  within  the  unified  trade  promotion  budget. 
Budget  figures  in  prior  TPCC  reports  focused  on  agencies  with  more  direct  trade 
promotion  activities.  This  year's  budget,  however,  includes  some  of  USAID's 
spending  so  as  to  provide  the  broadest  possible  picture  of  TPCC  efforts.  As 
discussed  below,  the  USAID  figures  reported  are  for  assistance  in  developing 
countries  for  the  purpose  of  promoting  sustainable  development  and  economic 
growth  which  directly  and  indirectly  promote  U.S.  exports.  USAID  spending  on 
these  programs  has  fallen  substantially  from  1993  through  1996. 

Table  1  and  Figure  Al  (located  in  Appendix  4)  provide  another  perspective  on 
the  changing  composition  of  trade  promotion  spending  over  the  FY  1993-97 
period.  The  most  significant  feature  is  the  declining  share  of  agriculture 
programs.  In  1993  and  1994,  USDA  programs  accounted  for  49  percent  of 
TPCC  agency  spending;  in  1996,  they  will  account  for  43  percent  of  TPCC 
spending  and  in  1997  they  are  proposed  to  account  for  30  percent  of  TPCC 
spending. 
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Table  1 .  TPCC  Program  Budget  Auth 

ority,  Percent  of  Total 

FY  1997 

FY  1993   FY  1994 

FY  1995     FY  1996  (proposed) 

Department  of  Agriculture                        49              49 

46             43               30 

Department  of  Commerce                          4                5 

7               8               10 

Department  of  Energy                                 0               0 

0              0                0 

Department  of  Labor                                    0                0 

0              0                0 

Department  of  State                                      2                 2 

2               3                4 

Department  of  Transportation                     0                 1 

0                1                  1 

Department  of  Treasury                                0                0 

0               0                 0 

Agency  for  International  Development   23               18 

18             14               17 

Environmental  Protection  Agency            0               0 

0               0                0 

Export-Import  Bank*                                19              22 

22             26              32 

OPIC                                                       —            — 

—             —               — 

Small  Business  Administration                   0                0 

0              0                 1 

Trade  and  Development  Agency**              1                 1 

1               2                2 

U.S.  Information  Agency                              1                 1 

1               1                 1 

U.S.  Trade  Representative                            0                0 

1               1                 1 

Toul***                                       100           100 

100            100              100 

•        Ex-lm  Bank  figures  include  admmisvrative  expenses  and  subsidy  budget 

auiAonn  and  are  twi  ofnegaave  iuhi\di  (i.e. ,  uAere 

(hscounud  expecud  cash  flows  exceed  esamated  costs ) .  The  figures  are 

appToprmud  \evils .  not  obkgautm  leveh . 

••      For  1997.  TDA  may  receive  transfers  that  have  rwt  yet  been  estimated 

*••    Totals  do  not  mciude  OPIC. 

Although  its  budget  authoriry  has  been  falling  in  both  real  and  nominal  tenns, 
the  Ex-Im  Bank  has  accounted  for  an  increasing  share  of  TPCC  funding.  In 
1993  the  Bank  accounted  for  19  percent  of  TPCC  budget  authority.  In  1996  it 
will  account  for  26  percent  of  funding,  and  for  1997  it  is  proposed  to  have  32 
percent  of  TPCC  funding.  The  Department  of  Commerce  share  of  TPCC  budget 
authority  has  grown  from  4  percent  in  1993  to  8  percent  in  1996.  Although  the 
Administration  proposes  almost  level  funding  for  Commerce  for  1997,  the 
department  would  increase  to  10  percent  of  TPCC  funding  due  to  the  declining 
overall  level  of  TPCC  budget  authoriry.  USAID's  share  of  the  unified  budget 
has  fallen  from  23  percent  in  1993  to  14  percent  in  1996. 

Table  2  considers  the  distribution  of  Federal  spending  across  the  major  trade 
promotion  functions.  Beginning  with  TPCC's  NatiorujJ  Export  Strategy  of 
October  1994,  seven  major  areas  for  Federal  involvement  have  been  identified: 
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Table  2.  Trade  Promotion  Expenditures  by  Classification 

BudRCt  AuthonlY  in 

BuJtE«l  Authontv 

TKouundaotDolbn 

PcTCrtll  i>(  Tottl 

FXSS 

FY^ 

FY  97 
IPrarooll 

FY9S                 FY  Id 

n«7 

1.   Negoliatinn  Open  Markets  aiut  LuwerinK/Removintc  Trade  Baniers 

125.680 

123.413 

133.259 

3.5                   4,4 

5.H 

Multiljceral  Prfrticir^tu'ns 

)2.I76 

11. %5 

■10.017 

0-9                    1.1 

1.7 

Departmcni  oi  AKnculturc 

1.589 

2J80 

2.451 

Depanmcni  ot  C.tmmerce 

8.515 

7.274 

6.629 

Department  of  LiKw 

182 

152 

156 

Depanment  of  State 

14.011 

14.302 

22.711 

Depanitieni  of  Treasury 

916 

901 

920 

U-S.  Trade  Representative 

6.96) 

6.954 

7,150 

Bilateral  Participacioiu 

81.318 

79.160 

80.529 

2.2                   2.8 

3.5 

Department  of  ARnculture 

2.161 

2J17 

2.284 

Department  of  Commerce 

23.110 

20.006 

19,776 

Department  ot  Labor 

274 

230 

234 

Department  of  State 

48.036 

49.036 

50,439 

Department  of  Treasury 

774 

717 

646 

US  Trade  Representative 

6.963 

6.954 

7,150 

Challenging  Unfair  Trade  Practices 

12.186 

12.288 

12.713 

0.3                   0.4 

0.6 

Department  of  Labor 

81 

164 

168 

Department  of  State 

4.670 

4.767 

4.904 

Department  of  Treasury 

472 

403 

492 

US  Trade  Representative 

6.963 

6.954 

7.149 

11.  Combating  Foreign  Export  Subtidica 

1.028.465 

69U64 

569.165 

28.4     *         24.8 

24.7 

Department  of  Agriculture 

769J17 

409.212 

318J98 

Department  of  Treasury 

245 

263 

269 

Export -Import  Bank* 

258,903 

281.889 

250.298 

in.  Financing  and  Insuring  U.S.  Trade  and  Investment 

U96.720 

1.086.170  685.244 

35.8                38.9 

29.8 

Finance 

642.848 

678.100  577.363 

17.8               24.3 

25.1 

Department  of  Agnculiure 

239.723 

237.912 

180.900 

Department  of  Trampcrratton 

15SXXI 

20.000 

21.200 

Export -Import  Bank* 

384.727 

418.874 

371.940 

OPIC  (Not  included  in  TotaU) 

97.000 

88.000 

91,000 

Small  Business  Administration** 

3J98 

U14 

3J23 

Insuraikce 

653.872 

408.070 

107.881 

18.1                14.6 

4.7 

Department  of  Agriculture 

504.943 

377.728 

3.854 

Export-Import  Bank* 

148.929 

30J42 

104.027 

OPIC  {Not  included  in  Subtotal  and  ToaU) 

(178.000) 

(192.000)  (218.000) 

^^ 
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Table  2.  Trade  Promotion  Expenditures  by  Classification  (Cont'd) 

256.727 

256,003 

261.486 

7.1                 9.2 

11.4 

Coufuclinic 

70.067 

73.156 

75.478 

1.9                 2.6 

1.3 

LVpanmenr  i>l  CtimiT«;rce 

(*.ISO 

69,51) 

71.952 

l"Vp;inrTHrni  ot  Enerjiv 

m 

220 

410 

Dcp.»rtm<nt  *rf  Tmnapimation 

146 

75 

0 

Snuill  Bu»ine%s  AJmini&initiun 

V176 

),)4« 

1.116 

GcncniinR  aitd  Providing  Inf onnation 

123,273 

118,377 

121.318 

3.4                 4.2 

5.3 

Depanmeni  ot  Auric ulture 

28.558 

29,500 

)t.691 

Dcparrnient  irfG-immerce 

51.872 

51.127 

50.181 

Department  .tt  Enerey 

3,059 

2J86 

1.056 

Small  Business  Adminiscraiion 

10.929 

8.434 

6.660 

U.S-  Information  Agency 

28,855 

26,930 

27.750 

Trade  Evenu 

63,387 

64,470 

64.690 

1.8                 2.3 

2,8 

Department  of  Agriculture 

5% 

1,253 

1,266 

Department  of  Commerce 

62.108 

62,787 

62,326 

Department  ot  EnerRV 

683 

430 

598 

V.  Providing  Govemment-to-Govefninem  Advocacy  on  Behalf  of 

U.S.  Buiincu 

46,149 

48,265 

50,481 

1.3                 1.7 

2.2 

Dcpanment  of  Commerce 

21.889 

23.723 

24,901 

Department  of  Energy 

701 

408 

548 

Department  of  State. 

23.539 

24.114 

25.012 

VL  Fuadinf  FcaftibtUcvSnidiuonMaiorlnfnatnictureand 

Dcvelopmeni  Projects 

52,880 

51,650 

45.000 

1.5                 1.9 

2,0 

Trade  aivi  Development  AgeiKy  **• 

52.880 

51,650 

45,000 

US.  Trade  Representative 

Vll.  Developing  Foreign  Markets  for  U.S.  Gooda  and  Service* 

813,110 

534,500  557,387 

22.5                19.1 

24,2 

Department  of  Agriculture 

134.171 

143.727 

149,981 

Department  of  Commerce 

2,500 

1,500 

1,500 

Department  of  Energy 

9,439 

5.273 

6,906 

Agency  for  International  Development 

657.000 

383,000 

399,000 

Environmental  Protection  Agency 

10.000 

1,000 

0 

•  Ex'lm  Bank  figures  include  admmiscraave  expenses  and  subsidy  budget  authority  and  are  net  ofnegaave  subsidy  (i.e..  where  discounted 

expected 

cash  flows  exceed  esamaud  costs) .  The  figures  are  appropnatedles^is.  not  obiig 

aaon  levels 

•  •  SB  A  does  not  have  specific  budget  authority  for  mienuiaonal  trade  /mance  These  figures  represent  usage  fa\ 

miemational  trade  loam  o 

1 

SBA's  budget  authanvy  ur^dtr  the  7(a)  iocm  program. 

H^H 

^IH 

^^^^^1 

H^^^^^^Hl 

^^^^^^M 
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•  Negotiating  open  markets,  and  lowering  and  removing  trade  barriers 

•  Combating  foreign  export  subsidies 

•  Financing  and  insuring  U.S.  trade  and  investment; 

•  Providing  information,  counseling,  and  export  assistance  services 

•  Providinggovemment-to-govemmentadviKacy  on  behalf  of  U.S.  business; 

•  Funding  feasibility  studies  on  major  infrastructure  and  development 
projects;  and 

•  Developing  foreign  markets  for  U.S.  goods  and  services. 

Of  the  $2.8  billion  of  TPCC  spending  in  FY  1996,  39  percent  is  in  the  area  of 
trade  and  investment  finance  (24  percent)  and  insurance  (15  percent).  These 
levels  primarily  rely  on  financing  and  other  support  provided  by  USDA  and  the 
Ex-Im  Bank.  They  do  not  include  the  contributions  of  OPIC,  which  had  net 
negative  budget  authority  (reflecting  positive  finance  and  negative  insurance 
budget  authority).  Combating  foreign  export  subsidies  accounted  for  25  percent 
of  spending.  These  programs  also  largely  rely  on  financing  and  other  support 
provided  by  USDA  and  the  Ex-Im  Bank.  In  1993  and  1994,  this  activity  was 
larger  in  dollar  terms  and  accounted  for  about  one  third  of  trade  promotion 
spending.  In  1996,  developing  foreign  markets  for  U.S.  goods  and  ser\^ices  will 
account  for  19  percent  of  spending.  About  9  percent  of  spending  in  1996  will 
be  in  the  combined  areas  of  providing  information,  counseling,  and 
export-assistance  services. 

The  Administration's  proposed  TPCC  spending  for  FY  1997  reflects  similar 
relative  magnitudes,  though  the  total  will  fall  to  $2.3  billion.  Trade  and 
investment  fir\ance  will  represent  25  percent  of  spending,  while  insurance  will  fall 
to  5  percent  of  spending  due  to  declining  USDA  spending  (again,  all  of  these 
figures  exclude  OPIC).  Combating  foreign  subsidies  will  represent  25  percent  of 
spending,  though  it  will  fall  by  over  $136  million.  Developing  foreign  markets 
would  rise  to  24  percent  of  the  total.  Provision  of  information,  counseling  and 
export-assistance  services  will  rise  to  1 1  percent  (an  increase  of  less  than  $6 
million)  of  the  TPCC  total,  and  the  functions  of  negotiating  trade  agreements  and 
govemment-to-govemment  advocacy  will  rise  slightly  in  percentage  and  dollar 
terms.  (Also  see  Figure  A2  found  in  Appendix  4). 

Tables  A2  through  A4  in  Appendix  4  provide  another  perspective  on  these  data, 
by  presenting  the  distribution  of  TPCC  program  spending  by  geographic  region, 
industrial  sector  and  firm  size.  This  information  is  also  summarized  by  Figure  A3 
(found  in  Appendix  4). 
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In  1996  roughly  equal  shares  of  spending  promoted  exports  to  Latin  America 
and  the  Caribbean,  the  Near  East  and  Saharan  Africa,  and  Asia.  Export 
promotion  programs  for  the  New  independent  States  accounted  for  about  9 
percent  of  TPCC  spending.  About  one  fifth  of  TPCC  program  spending  could 
not  be  allocated  to  a  particular  region  and  is  designated  as  "worldwide  spending." 
These  shares  are  roughly  comparable  to  shares  estimated  for  1995.  At  this  time, 
regional  estimates  for  1997  are  in  a  more  prelimmary  state,  so  that  smaller  shares 
of  activity  are  allocated  to  particular  regions  for  that  year. 

Consistent  with  the  significant  USDA  role  in  trade  promotion,  about  44  percent 
of  TPCC  spending  in  1996  was  estimated  to  benefit  the  U.S.  agricultural  sector. 
Manufacturing  was  the  next  largest  sector  identified  as  benefiting  from  TPCC 
activities,  accounting  for  11  percent  of  program  spending.  Another  23  percent 
of  TPCC  spending  could  tK>t  be  attributed  to  a  particular  sector.  For  1997, 
agriculture  is  expected  to  decline  to  about  29  percent  of  spending,  while 
manufecturing  will  increase  to  about  14  percent.  About  33  percent  of  spending 
could  not  be  allocated  to  particular  sectors  at  this  time. 

Where  agencies  could  differentiate  their  spending  on  the  basis  of  firm  size,  a 
significant  share  went  to  small  firms,  which  for  this  analysis  were  classified  as 
those  with  atmual  sales  of  less  than  $5  million.  Spending  on  medium-size  firms 
(defined  here  as  firms  with  sales  of  $5  million  to  $50  million)  was  not  tracked 
separately  from  spending  on  large  firms  by  some  agencies,  and  is  included  in  the 
figure  for  "not  differentiated  by  size."  Most  agencies  had  difficulty  disaggregating 
their  spending  by  firm  size. 

TPCC  Programs  by  Agency 

The  performance  of  the  U.S.  agricultural  economy  is  highly  dependent  on 
international  markets  and  export  success.  Consequently,  the  Department  of 
Agriculture  undertakes  a  range  of  programs  designed  to  expand  overseas  market 
opportuniries  and  eliminate  market  failures  affecting  U.S.  exporters.  USDA 
assists  the  private  sector  by  pursuing  trade  liberalization  through  bilateral  and 
multilateral  negoriarions,  bearing  a  portion  of  the  credit  risk  involved  in 
international  transactions,  partnering  trade  promotion,  and  providing 
information  on  foreign  agricultural  production,  demand,  and  market 
opportunities.  This  approach  is  designed  to  "level  the  playing  field"  in 
international  markets,  support  U.S.  rural  and  farm  communities,  and  secure  a 
reliable  food  supply  for  U.S.  consumers. 
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Tiihle  3  presents  summiiry  data  on  these  progr.ims  tor  the  periiKl  1993-1997.  The 
main  components  of  USDA  activities  are  as  follows: 

•  USDA  has  been  active  in  negotiating  open  markets  and  removing  trade 
barriers.  Major  negotiating  agreements  over  the  last  seveml  years  include  the 
General  Agreement  on  Tariffs  and  Trade  (GATT),  the  North  American  Free 
Trade  Agreement  (NAFTA),  and  the  Japan  Beef-Citrus  Agreement. 

•  The  Export  Enhancement  Program  helps  exporters  of  U.S.  agricultural 
prixlucts  (including  wheat,  rice,  barley,  frozen  ptiultry,  eggs,  and  vegetable  oil) 
to  sell  threse  products  in  world  markets  at  competitive  prices,  including 
helping  them  to  meet  competition  from  countries  that  subsidize  their  exports 
or  engage  in  other  unfair  trade  practices.  These  include,  but  are  not  limited 
to,  the  export  subsidies  of  the  European  Union  (EU).  The  Dairy  Export 
Incentive  Program  helps  exports  of  U.S.  dairy  products,  meet  prevailing  world 
prices  which  reflect  the  effects  of  foreign  subsidies.  Both  programs  pay 
bonuses  to  exporters  that  allow  them  to  sell  U.S.  products  in  targeted  countries 
at  prices  below  the  exporters'  cost  of  acquiring  them.  EEP  and  DEIP  raise  the 
cost  to  foreign  governments  of  operating  export  subsidy  and  other 
price-distorting  programs,  and  are  used  by  the  U.S.  Government  to  pressure 
other  countries  to  negotiate  substantial,  broad-based  reductions  in  programs 
that  distort  trade. 

•  USDA's  PL.  480-program  is  intended  to  provide  trade  and  development 
assistance  to  developing  countries  and  to  support  sales  of  U.S.  commodities 
that  would  not  otherwise  take  place.  The  sales  are  financed  on  highly 
concessional  terms,  with  repayment  allowed  over  30  years.  Priority  is 
given  to  developing  countries  that  are  undertaking  appropriate  economic 
development  programs,  have  demonstrated  potential  to  become  commercial 
markets  for  U.S.  agricultural  commodities,  and  demonstrate  the  greatest  need 
for  food. 

•  The  Commodity  Credit  Corporation  provides  credit  guarantees  of  up  to 
98  percent  of  the  principal  and  a  portion  of  the  interest  on  loans  made  by 
private  U.S.  banks  in  connection  with  the  sales  of  U.S.  agricultural  products. 
These  programs  operate  to  encourage  private  banks  to  extendcredits  for  the 
purchase  of  U.S.  agricultural  products.  By  issuing  such  guarantees,  USDA 
creates  financing  that  would  not  otherwise  exist,  expands  liquidity  in  eligible 
countries  to  import  products  on  a  commercial  basis,  and  provides  financing 
to  compete  with  foreign  suppliers  of  credit.  The  CCC  programs  in  this 
area  are  short-term  credit  guarantees  (GSM-102),  intermediate-term 
credit  guarantees  (GSM-103),  and  short  term  credit  (the  Suppliers'  Credit 
Program). 
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Table  3.  USDA  Trade  Promotion  Programs 

Budget  Authontv,  in  Millions  of  Dollars                         ^| 

1993         1994         1995 

1996 

1997 

Nc);i>tijtin)i  <if«n  maiicls  .inj  nrmtvini: 

tmdc  kimers  iForetEn  Aencultural  Sefvict;  .Klivtry) 

4               4               4 

5 

5 

Exfyin  Enh.inccmcnt  Pmeram* 

,S8»         I.IOI            611 

351 

251 

0.iir\  Expon  Incimtivc  Pinfram 

115            las            158 

59 

tJl 

PL  4N0 

)64            291            240 

238 

181 

CCC(GSM  ExpoftCirJilGuaranltws)** 

i91            401            505 

378 

4 

Tr.kJe  Aisistante  anj  ProoitXKin  OHite. 

AnExrx>n  Omnrcoum,  Ag.  TrjJc  Otfic». 

Ag.  Counsetun  and  Attaches 

28              29              29 

30 

34 

Tr.Kje  Shows  and  Misioftt 

1                 1                 1 

1 

1 

FAS  OveRcas  Annual  MaHwtinK  Plans 

4                1                > 

3 

1 

Foreian  Market  Oevelupnient  Cooperator  Pnigam. 

Federal/State  Mailiet  Impnjvemcnt  Ptueratti, 

and  Distnhutor  Develupment  Ptogram 

31              31              21 

23 

30 

Market  Access  Progtam* 

172            152            110 

94 

94 

Sundowerseed  and  Cuctonseoi  Oil  PiDgrams 

32             24              0 

24 

23 

Total 

2,049       2,1S0        1,681 

1.204 

693 

"      FYl996and  1997tiguiesafead)iisledinaccordancewithprovisionsoftheFedeial  Agnc 

jllure  Impr 

ovement 

and  Retomi  (FAIR)  Acta*  1996. 

•  •  FY  1997  subsidy  budget  authontr  for  the  CCC  export 

ctedit  guarantee  programs  has  beer 

reduced  by  $390                        ^H 

million  due  to  the  application  of  the  FY  1996nei!ative 

technical  reestimaie  to  the  FY  1997  and  1998 

programs-                 ^^M 

•  The  Trade  Assistance  and  Promotion  Office  (USDA's  one-stop  shop)  and 
AgExport  Connections  disseminate  trade  and  market  information  to  the 
private  sector.  Through  these  means,  the  Foreign  Agricultural  Service 
(FAS)  helps  assure  that  small  and  medium-size  U.S.  exporters,  which  do  not 
have  the  resources  to  maintain  their  own  overseas  offices,  gain  access  to 
trade  leads  and  other  essential  market  information  in  a  timely  manner. 

•  FAS  supports  private-sector  trade  shows  and  missions  when  they  help  small 
aiKl  medium  sized  firms  develop  foreign  market  contacts.  FAS  endorses  10 
to  15  privately  managed  trade  shows  each  year;  in  these  cases  its  role  is 
limited  to  publicizing  the  event  and  providing  market  information  to 
exhibitors.  It  also  organizes  an  "Amencan  Foods"  pavilion  in  certain  large 
trade  shows  where  there  are  advantages  to  co-locating  U.S.  producers.  FAS 
also  sponsors  a  limited  number  of  trade  shows  in  emerging  markets  that 
have  little  U.S.  presence.  The  intent  is  that  privately  organized  shows  will 
eventually  take  the  place  of  FAS  shows  in  such  markets.  FAS  collects 
participation  fees  that  cover  95  percent  of  the  variable  costs  (i.e.,  costs 
excluding  administrative  expenses  and  salaries)  of  its  shows. 
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•  The  Annual  Marketing  Plan  (AMP)  funds  market-promotion  activities 
conducted  by  or  with  the  oversight  of  FAS  to  benefit  a  range  of  U.S. 
agricultural  exports,  with  an  emphasis  on  high-value  products.  The  AMP 
assists  U.S.  suppliers  by  providing  information  and  other  assistance  that 
facilitates  contacts  with  foreign  buyers.  The  AMP  provides  seed  money  to 
complement  the  commodity-specific  promotional  activities  of  the  Foreign 
Market  Development  Program  and  the  Market  Access  Program. 

•  The  Foreign  Market  Development  Program  (ETvlD)  and  the  Market  Access 
Program  (MAP)  fund  activities  that  are  designed  to  increase  agricultural 
exports  by  developing  and  expanding  overseas  markets  in  partnership  wirh 
U.S.  producers,  exporters,  and  trade  associations  on  a  cost-share  basis.  FMD 
involves  trade  promotion  partnerships  with  non-profit  trade  associations 
by  helping  these  groups  conduct  technical  assistance  and  education  in 
importing  countries.  MAP  reimburses  participants  conducting  foreign 
market  development  through  generic  and  branded  promotion  activities. 

•  The  Sunflower  and  Cottonseed  Oil  Programs,  export  support  mechanisms 
similar  to  EEP,  were  not  reauthorized  in  the  1996  Farm  Bill  -  the  Federal 
Agriculture  Improvement  and  Reform  (FAIR)  Act. 

Reductions  in  EEP,  DEIP,  and  CCC  spending  account  for  most  of  the  decline  in 
USDA  budget  authority  for  TPCC  programs  over  recent  years. 

•  The  decline  in  EEP  activity  is  largely  due  to  the  tightest  world  market 
situation  in  decades  for  wheat,  the  primary  commodity  involved  in  the 
program.  This  tightening  has  substantially  increased  global  prices  and 
sharply  reduced  the  export  subsidies  offered  by  competitors  like  the  EU.  In 
fact,  the  EU  is  now  assessing  export  taxes  on  grain  exports.  Therefore,  the 
market  distortions  that  EEP  is  intended  to  address  have  been  reduced,  at  least 
in  the  short  term,  and  the  program  does  not  need  the  same  level  of  support 
as  in  past  years.  This  situation  was  recognized  in  the  FAIR  Act,  which  capped 
the  program  at  $250  million  for  FY  1997,  well  below  the  maximum  level 
allowed  under  the  Uruguay  Round.  Beginning  in  FY  1998,  however,  the 
FAIR  Act  authorizes  the  EEP  program  level  to  rise  to  $500  million  and  then 
tocontinue  rising  until  2000,  when  the  authorized  program  level  equals  the 
Uruguay  Round  maximums  and  then  starts  declining. 

•  The  second  major  factor  explaining  the  budget  decline  is  the  reduction  in  the 
GSM  credit  subsidy  estimate  for  FT  1997.  This  is  a  technical  reestimate  of 
the  subsidy  on  credit  guarantees  that  have  been  $3-4  billion  annually  in 
recent  years.  In  particular,  in  1994  and  1995  there  were  no  program  related 
defaults  and  the  unspent  budget  authorizations  were  canied  forward  into  FY 
1996.  These  carryforwards,  combined  with  new  budget  authority  for  FY 
1996,  leave  CCC  with  a  sizeable  balance  with  which  to  cover  any  anticipated 
defaults.  Asaresult,  no  new  authorization  is  needed  for  FY  1997.  Once  the 
existing  balances  are  drawn  down,  the  program  would  require  renewed 
budget  authorizations. 
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Table  4  presents  detail  on  programs  within  the  Intemation;il  Trade 
Administration  (ITA)  of  the  Department  of  Commerce.   ITA  strives  to  increase 
the  competitiveness  of  U.S.  business  in  the  world  economy  by  promoting  U.S. 
exports,  fighting  foreign  trade  barriers,  and  negotiating  and  implementing  both 
multilateral  and  bilateral  trade  agreements.  ITA  objectives  are  accomplished 
through  the  following  program  units: 

•  Trade  Development  (TD)  is  the  home  of  the  Advocacy  Center  and  the 
Department's  advocacy  program  on  behalf  of  U.S.  industry  in  the  global 
competition  for  overseas  contracts.  Through  such  programs  as  the  Trade 
Information  Center  ( 1-800-USA-TTlADE),  TD  uses  its  industry  sector 
expertise  to  counsel  American  business  and  promote  trade.  TD  has 
responsibility  for  negotiation  and  enforcement  of  industry  sector  trade 
agreements  such  as  those  on  autos,  textiles,  and  aircraft. 

•  Market  Access  and  Compliance  (MAC)  -  formerly  the  office  of  International 
Economic  Policy  -  identifies  barriers  to  market  access  and  the  means  to 
overcome  them,  assists  in  the  formulation  of  U.S.  bilateral  and  multilateral 
trade  policies  to  achieve  greater  market  access,  and  provides  counseling  and 
assistance  to  U.S.  businesses  seeking  access  to  the  markets  of  specific  countries 
or  regions.  This  year  ITA  created  the  Trade  Compliance  Center  to 
systematically  monitor,  investigate,  and  evaluate  foreign  compliance  with 
multilateral,  bilateral,  and  other  international  trade  agreements. 

•  The  Cotmnercial  Service  provides  export  counseling  and  export  promotion 
services  to  U.S.  firms  through  a  network  of  offices  in  46  states  and  69  foreign 
countries.  There  are  15  U.S.  Export  Assistance  Centers  throughout  the 
Nation.  The  Commercial  Service  develops  and  distributes  information 
products  and  conducts  trade  shows  overseas. 


Table  4.  Department  of  Commerce  Trade  Promotion  Programs^ 


Budget  Authority,  in  Millions  of  Dollars 
1995      1996    1997 


Market  Access  and  Compliance* 

Trade  Development 

U.S.  &  Foreign  Commercial  Service 

21.0         18.4       19.6 

66.0      56.1     49.6 
149.2     161.4   168.6 

1 

Total 

236.2    235.9  237.8 

1 

•  FomiCTli)  Inumuumai  Economic  Policy 

1 
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The  need  for  ITA  assistance  is  multifold.  First,  the  commercial  stakes  are  very 
hi^h.  Fi>reign  market  potential  is  huge,  and  in  many  instances  and  parts  of  the 
world  contracts  are  awarded  by  foreign  governments.  In  many  of  those  cases, 
U.S.  government  support  is  needed  to  ensure  that  U.S.  firms  are  able  to  compete 
on  a  fair  basis.  Foreign  countries  sometimes  use  tied-aid  and  below-market 
financing  to  ensure  that  their  industries  win  big  contracts.  Most  industrialized 
country  governments  also  devote  significant  manpower  to  trade  promotion.  U.S. 
exporters  may  also  face  market  access  barriers  and  require  U.S.  Government 
assistance  to  penetrate  these  barriers.  Small  and  medium-sized  businesses, 
which  are  under  represented  in  the  export  community,  often  need  assistance 
overcoming  the  relatively  high  cost  of  information. 

The  Department  of  Energy  (DOE)  conducts  trade  promotion  activities  through 
three  offices: 

•  The  Office  of  International  Energy  Policy,  Trade  and  Investment  promotes 
exports  of  U.S.  energy  and  environmental  technologies  through  trade 
missions  and  conferences.  Examples  include:  supporting  Secretarial  trade 
missions  to  China,  India,  Mexico,  Pakistan,  and  South  Africa;  conducting  the 
Third  Annual  Eastern  Europe  Electric  Power  conference  with  68  U.S. 
companies  and  15  European  and  Former  Soviet  Union  countries;  and 
negotiating  several  arrangements  with  Russian  energy  representatives. 
Conferences,  such  as  the  one  involving  Eastern  Europe,  are  initiated  by  DOE, 
implemented  in  partnership  with  the  Department  of  Commerce,  and  co- 
funded  by  the  private  sector.  The  Office  also  assists  countries  in  developing 
efficient  energy  regulatory  structures  and  policies,  which  tend  to  improve  the 
environment  for  trade  and  investment.  These  efforts  have  been  part  of 
missions  to  South  Africa  and  Latin  America.  In  addition,  the  Office  has 
assisted  various  nations  in  developing  financing  techniques  for  a  variety  of 
energy  projects  involving  U.S.  exports. 

•  The  Office  of  Fossil  Energy  also  conducts  international  programs  that 
encourage  the  use  of  U.S.  energy  technologies,  resources,  and  services  abroad. 

•  The  Office  of  Energy  Efficiency  and  Renewable  Energy  conducts 
international  activities  to  promote  the  use  of  efficient  and  renewable  energy 
technologies,  with  the  goal  of  providing  both  environmental  and  export 
benefits.  For  example,  the  office  suppons:  the  Greenhouse  Gas  Technology 
Information  Exchange,  which  provides  information  to  developing  countries 
on  greenhouse  gas  mitigation  technologies;  the  Center  for  the  Analysis  and 
Dissemination  of  Demonstrated  Energy  Technology;  Energy  Efficiency  and 
Sustainable  Development  Centers  in  Russia,  the  Ukraine,  Poland,  the  Czech 
Republic,  Bulgaria,  China,  India,  Costa  Rica,  and  Hawaii,  which  provide 
assistance  to  U.S.  industry  and  assist  local  decision  makers;  the  Asia-Pacific 
Economic  Cooperation  Energy  Efficiency  and  Renewable  Energy  Projccr, 
which  disseminates  information  on  U.S.-demonstrated  technologies;  the 
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Committee  on  Renewable  Energy  Commerce  and  Trade  and  the  Committee 
on  Energy  Efficiency  Commerce  and  Trade,  interagency  groups  assisting  the 
U.S.  renewable-energy  and  energy-etficiency  industries  compete  in  the 
international  marketplace;  and  the  Americas'  2 1st  Century  program,  which 
addresses  market  barriers  tor  the  renewable  energy  industry  in  Latin  America 
and  the  Caribbean. 

The  Department  of  Labor  participates  in  the  TPCC  through  its  Office  of 
International  Economic  Affairs  (OLEA),  in  the  Bureau  of  International  Labor 
Affairs.  OLEA  assists  in  the  development  of  U.S.  international  economic 
policies,  ensuring  consideration  of  the  effects  of  such  policies  on  domestic 
employment  and  income,  with  the  goal  of  promoting  U.S.  -based  production  and 
higher  skillsAiigher  wage  jobs  in  the  United  States. 

The  Department  of  State  and  its  embassies  around  the  world  participate  in 
TPCC  activities  on  a  number  of  levels. 

•  State  Department  and  embassy  officers  have  well-established  contacts  with 
foreign  government  officials  in  areas  including  trade,  industry,  finance,  and 
customs.  They  help  U.S.  firms  resolve  trade  and  investment  issues  with 
foreign  governments  and  they  work  with  them  to  overcome  business  problems 
related  to  local  laws,  regulations,  taxes,  and  import  restrictions  They  also 
analyze  foreign  political  and  economic  developments  and  brief  U.S.  businesses 
on  the  local  political  and  business  climate.  As  experts  on  host  country 
economies  and  business  practices.  State  Department  officers  work  closely 
with  their  colleagues  in  the  Commercial  Service  and  other  agencies  to  identify 
opportunities  for  U.S.  firms  and  to  advocate  on  their  behalf. 

•  In  many  overseas  markets,  Department  officers  report  and  negotiate  for  the 
entire  spectrum  of  U.S.  government  agencies.  State  Department  officers  m 
Washington  and  abroad  play  important  roles  in  negotiating  economic 
agreements  on  trade,  investment,  intellectual  property  rights,  taxation,  civil 
aviation,  telecommunications,  and  debt,  and  in  ensuring  that  those 
agreements  are  honored.  The  Department  represents  interests  of  U.S. 
businesses  in  many  international  forums.  The  1997  budget  request,  for 
example,  includes  funding  for  the  Summit  of  Industrialized  Nations  and  the 
International  Telecommunications  Union  Plenipotentiary  Conference.  The 
Summit  provides  a  unique  opportunity  for  the  President  to  address  global 
economic  issues  of  concern  to  the  United  States  directly  with  foreign  heads 
of  state.  The  telecommunications  conference  is  an  important  venue  to 
further  the  U.S.  policy  of  support  for  interiiational  business  development. 

The  Maritime  Administration,  within  the  Department  of  Transportation,  is 

responsible  for  the  Title  XI  Guarantee  Program,  which  is  intended  to  promote 
the  growth  of  the  U.S.  merchant  marine  and  U.S.  shipyards.  The  program 
enables  owners  of  eligible  vessels  and  shipyards  to  obtain  long-term  financing 
under  favorable  terms.  The  National  Shipbuilding  and  Shipyard  Conversion 
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Act  of  1993  extended  Title  Xi  coverage  to  foreign  purchasers  of  U.S. -built  ships 
and  made  assistance  available  for  U.S.  shipyard  modernization.  The  legislation 
assists  U.S.  shipyards  in  the  conversion  from  military  to  international 
commercial  markets.  The  budget  authority  reported  here  reflects  only  sales  to 
foreign  purchasers  and  equipment  used  abroad. 

The  Department  of  the  Treasury  supports  Administration  efforts  in  the  TPCC 
to  open  markets  through  a  variety  of  activities. 

•  As  a  means  of  promoting  U.S.  export  competitiveness,  Treasury  leads 
international  negotiations  to  reduce  export  financing  subsidies  by  other 
governments.  Its  objectives  are  to  implement  recent  international  export 
financing  agreements;  to  police  existing  tied-aid  measures;  and  to  assure  that 
U.S.  government  programs  conform  to  such  measures. 

•  Within  the  framework  of  the  General  Agreement  on  Trade  in  Services, 
Treasury  is  working  to  achieve  a  multilateral  agreement  from  commercially 
important  countries  to  provide  substantially  full  market  access  and  national 
treatment  for  US.  financial  services  firms. 

•  Treasury  works  to  achieve  successful  outcomes  in  World  Trade  Organization 
(WTO)  accessions;  WTO  dispute  settlement  procedures;  multilateral 
initiatives  (such  as  the  Uruguay  Round,  the  Free  Trade  Areas  of  the  Americas 
agreements,  and  the  Asia-Pacific  Economic  Gx)peration  declarations);  and 
bilateral  negotiations,  such  as  the  Japan  framework  talks.  Treasury  also 
participates  in  the  review  of  U.S.  export  control  and  economic  sanction 
regimes  to  ensure  a  proper  balance  of  economic,  security,  and  foreign  policy 
interests. 

•  The  Customs  Service,  within  Treasury,  is  the  primary  er\forcement  agency  for 
trade  actions.  With  respect  to  trade  promotion,  the  primary  area  of 
involvement  for  Treasury's  Office  of  Enforcement  and  Customs  Service  is 
cooperation  with  foreign  governments  (with  whom  we  have  trade 
agreements)  on  procedures  and  rules  affecting  U.S.  exporters.  Customs  also 
provides  training  to  foreign  governments  to  improve  their  customs  systems, 
which  in  turn  facilitates  trade.  This  training  is  provided  on  a  reimbursable 
basis  and  is  not  included  in  the  budget  figures  reported  here. 

As  discussed  in  the  chapter  on  "Technical  Assistance  to  Expand  Markets 
Abroad,"  the  Agency  for  International  Development  has  an  important 
complementary  role  in  the  TPCC  strategy.  For  this  reason,  the  unified  trade 
promotion  budget  this  year  includes  estinnates  for  those  USAID  bilateral 
assistance  activities  where  the  primary  objective  is  to  promote  broad-based 
economic  growth  in  developing  nations  through  policy  reform,  market 
development,  agriculture,  and  infrastructure.  USAID's  Title  III  program 
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provides  grants  of  food  aid  to  countries  for  policy  reforms  chat  promote 
agricultural  development.  Technical  assistance  also  supports  TPCC  objectives 
by  helping  to  build  foreign  markets  for  U.S.  goods  and  services. 

TTie  Environmental  Protection  Agency's  international-technology  and 
capacity-building  programs  overseas  enhance  worldwide  demand  for 
environmental  technologies  and  services,  thereby  creating  potential  commercial 
opportunities  for  U.S.  businesses.  Private-sector  involvement  in  the 
implementation  of  EPA's  international  programs  helps  the  Agency  achieve  its 
environmental  objectives  overseas,  while  contributing  to  Administration  goals 
on  trade.  EPA's  international  technology  programs  are  managed  by  the  Office  of 
International  Activities. 

The  mission  of  the  Export-Import  Bank  is  to  provide  export  financing  to 
support  the  sale  of  U.S.  goods  and  services  to  foreign  buyers  to  ensure  that 
purchase  decisions  are  made  on  the  basis  of  market  forces  such  as  price,  quality, 
service,  and  technology  and  not  on  the  basis  of  financial  market  imperfections. 
These  imperfections  include  foreign  official  credit  competition  and  private 
financial  markets'  limited  capacity  for  reasonable  risk  absorption.  The  Ex-lm 
Bank  provides  financing  necessary  to  neutralize  the  adverse  effects  of  these 
factors  in  order  to  ensure  that  U.S.  goods  and  services  are  fairly  considered  in 
the  international  marketplace. 

To  accomplish  its  mission,  the  Bank  offers: 

•  Direct  loans  to  foreign  buyers  of  U.S.  exports  and  guarantees  to  commercial 
lenders,  which  provide  repayment  protection  for  loans  to  foreign  buyers  and 
help  U.S.  exporters  match  officially-supported  foreign  credit  competition; 

•  Export  credit  insurance,  which  protects  exporters  against  the  failure  of 
foreign  buyers  to  pay  their  credit  obligations;  and 

•  Working  capital  guarantees,  which  encourage  commercial  lenders  to  make 
loans  to  small  U.S.  companies  that  have  export  potential  but  need  funds  to 
produce  or  market  goods  or  services  for  export. 

The  mission  of  the  Overseas  Private  Investment  Corporation  (OPIC)  is  to 
encourage  private-sector  investment  abroad,  furthering  U.S.  competitiveness, 
domestic,  and  foreign-policy  interests  as  well  as  economic  development  of 
emerging  nations.  Many  foreign  governments  help  their  businesses  mitigate  the 
risks  of  large  foreign  investments.  In  fact,  virtually  all  major  trade  competitors 
of  the  United  States,  including  all  G-7  nations,  have  national  agencies  similar 
to  OPIC. 
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•  According  to  the  lntemntionalUnior\ot  Credit  and  Investment  lnsurer.s(the 
Berne  Union),  a  group  representing  official  exp«)rt  credit  guarantee  agencies, 
33  countries  provide  some  form  i)f  political-risk  insurance.  While  there  are 
significant  variations  among  these  programs,  they  each  provide  their  national 
businesses  p<.iliticnl-risk  insurance  that  is  similar  to  OPIC's  in  terms  of  the  risks 
underwritten  and  the  duration  of  the  policies. 

•  OPIC  also  assists  with  project  finance  for  investment.  Other  nations  provide 
similar  support  for  non-recourse  and  limited  recourse  lending. 

Unlike  most  of  its  foreign  counterparts,  OPIC  also  has  an  economic  development 
mission.  In  addition,  OPIC  adheres  to  worker  rights  and  environmental 
protection  statutes  and  analyzes  projects  to  assure  that  they  are  beneficial  to  the 
U.S.  economy. 

OPIC  IS  directed  to  be  a  self-sustaining  agency  and  has  reported  positive  net 
income  every  year  since  its  inception  in  1971 .  Because  it  shows  negative  budget 
authority,  due  to  a  positive  cash-flow  from  insurance  operations  and  reserves, 
OPIC  is  not  included  in  TPCC  budget  totals  and  subtotals.  (Insurance  programs, 
unlike  credit  programs,  are  not  reported  on  a  discounted  present-value  basis  in 
the  budget.  Instead,  OPIC  sets  aside  reserves  to  cover  future  losses  and  obligates 
the  amount  of  those  reserves  in  the  year  in  which  they  are  established.  Reserves 
are  established  on  a  portfolio-wide  basis,  rather  than  on  a  contract-by-contract 
basis,  and  represent  funded  liabilities.) 

The  Office  of  International  Trade  (OIT),  within  the  Small  Business 
Administration  (SBA),  is  responsible  for  SBA's  mandate  to  encourage  small 
business  exports  and  improve  access  to  capital  for  trade  finance.  SBA  aims  to 
provide  trade  promotion  and  finance  assistance  that  would  not  be  readily 
available  in  the  private  sector. 

•  OIT  assists  small  firms  through  the  Export  Working  Capital  Program  (EWCP) 
and  the  International  Trade  Loan  (ITL)  Program.  SBA  also  works  with  the 
Service  Corps  of  Retired  Executives  (SCORE)  and  the  Small  Business 
Development  Centers  (SBDCs),  which  help  small  firms  assess  the  feasibility 
of  their  export  marketing  plans  and  determine  and  obtain  necessary  data  for 
loan  applications.  In  addition,  SBA  is  a  partner  with  the  Department  of 
Commerce  and  the  Ex-Im  Bank  in  the  U.S.  Export  Assistance  Centers 
(USEACs).  SBA  has  at  least  one  trade-finance  specialist  at  each  of  the  15 
USEAC  sites,  whose  primary  role  is  the  delivery  of  the  EWCP  to  small 
businesses.  These  specialists  also  coordinate  that  role  of  the  SBDCs  and 
SCORE  related  to  export  services. 
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The  U.S.  Trade  and  Development  Agency  (TDA)  assists  U.S.  companies 
throuRh  the  funding  of  fe;isibility  studies,  orientation  visits,  specialized  tmiiiinK 
grants,  business  workshops,  and  varitws  forms  ot  technical  assistance  related  to 
infrastructure  and  industrial  projects  in  middle-income  and  developing  countries. 
TDA  also  helps  host  countries  develop  optimal  strategies  for  infrastructure 
projects  in  an  open  economic  environment. 

TDA  helps  the  U.S.  private  sector  compete  with  other  nations'  suppliers.  Some 
foreign  governments  have  much  more  aggressive  mechanisms  to  help  their  tirms 
in  the  early  planning  of  major  infrastructure  projects.  TDA's  feasibility  studies 
deliver  useful  information  to  the  U.S.  private  sector,  including  small  firms,  about 
important  foreign  projects  that  could  utilize  their  products  and  services.  Foreign 
engineering  firms  sometimes  utilize  technical  specifications  that  create 
market-access  barriers  to  U.S.  firms,  because  they  have  long-standing  institutional 
or  financial  relations  with  vendors  in  their  own  countries.  U.S.  engineering  firms 
tend  to  produce  specifications  that  allow  wider  competition,  which  benefits  U.S. 
suppliers  seeking  fair  competition  as  well  as  host  countries  seeking  the  best 
possible  investments. 

The  U.S.  Information  Agency  (USIA)  supports  TPCC  objectives  through  its 
unique  capabilities  to  inform  and  influence  foreign  publics  and  to  evaluate 
foreign  opinion  climates.  USIA  does  not  engage  in  direct  trade  promotion  but 
leverages  the  actions  of  other  TPCC  agencies. 

•  USIA  advocates  U.S.  trade  policy  as  part  of  its  overall  mission  to  explain  U.S. 
policies  to  foreign  publics.  USIA  posts  abroad,  under  the  direction  of  the  U.S. 
ambassador,  further  U.S.  national  economic  interests  by  encouraging 
open-market  economies,  good  governance,  respect  for  intellectual  property 
rights,  privatization,  and  global  trade  liberalization.  Through  its  multilingual 
electronic  and  print  media  and  exchange  program  activity  -  including  the 
Voice  of  America  -  USIA  seeks  to  create  an  economic  climate  within  which 
U.S.  firms  can  succeed. 

•  USIA  also  provides  media  support  for  other  TPCC  agencies'  trade  advocacy 
missions,  and  it  reports  and  analyzes  public  opinion  toward  U.S.  trade 
initiatives  and  statements.  In  some  countries,  USIA  operates  information 
outreach  and  reference  centers  jointly  with  the  Commercial  Service. 

The  Office  of  the  U.S.  Trade  Representative  (USTR)  is  responsible  for 
developing  and  coordirwting  U.S.  international  trade,  commodity,  and  direct 
investment  policy,  as  well  as  leading  or  directing  negotiations  with  other 
countries  on  such  matters.  USTR  provides  trade  policy  leadership  and 
negotiating  expertise  in  its  areas  of  responsibility.  These  include:  all  matters  with 
the  WTO,  including  implementation  of  the  Uruguay  Round  of  trade 
negotiatioiu;  trade,  commodity,  and  direct  investment  matters  dealt  with  by 
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organizations  such  as  the  Organization  for  Economic  Cooperation  and 
Development  (OECD)  and  the  United  Nations  Conference  on  Trade 
Development;  export  expansion  policy;  trade-related  intellectual-property 
protection  issues;  impon  policy;  and  other  bilateral  and  multilateral  trade  and 
investment  issues.  Interagency  coordination  is  accomplished  by  USTR  through 
the  Trade  Policy  Review  Group  and  the  Trade  Policy  Staff  Committee. 

Performance  Measurement 

Trade  promotion  programs  have  been  actively  involved  in  performance 
measurement  as  part  of  the  TPCC  process.  The  overall  framework  for 
performance  measurement  was  set  forth  in  last  year's  annual  report.  That  report 
showed  the  range  of  performance  measures  that  ultimately  will  be  developed  by 
TPCC  programs  in  order  to  promote  comparable  estimates.  The  framework 
parallels  work  that  agencies  are  also  undertaking  under  the  Government 
Performance  and  Results  Act  (GPRA)  of  1993.  TPCC  programs  are,  in  effect, 
on  the  leading  edge  of  GPRA  work,  as  they  are  attempting  to  quantify 
performance  in  some  of  the  jnost  difficult  areas  in  government. 

The  framework  distinguishes  between  outputs,  which  agencies  generally  affect  to 
a  significant  degree,  and  outcomes,  which  are  the  goals  of  the  agencies' 
activities^  Examples  of  outputs  for  TPCC  agencies  are  the  number  of 
agreements  reached,  the  volume  of  loans  or  insurance  issued,  and  the  numbers 
of  clients  assisted.  Outcomes  include  the  volume  of  exports  and  the  number  of 
jobs  supported.  Final  impacts  are  yet  another  level  of  the  programs'  effects. 
TTiese  include  effects  on  national  economic  welfare,  security,  and  income. 
Agencies  have  much  more  control  over  -  and,  generally,  ability  to  measure  - 
outputs,  and  consideration  of  them  can  be  especially  useful  for  program 
managers.  Outcomes  and  final  impacts  can  be  of  significant  interest  to 
policymakers,  however,  their  measurement  can  be  quite  difficult. 

In  addition,  it  is  important  to  recognize  that  various  TPCC  programs  have 
unique  features  and  multiple  objectives.  Thus,  while  it  is  important  to  consider 
comparable  measures,  there  are  also  aspects  of  programs  that  are  specific  to 
those  programs  or  agencies.  For  example,  USDA  programs  have  domi^stic 
agricultural  objectives  as  well  as  export  objectives.  Ex-lm  Bank's  objectives 
focus  on  reducing  foreign  official  credit  competition  and  other  credit  market 
imperfections.  EPA  and  COE  programs  have  environmental  and  energy 
conservation  objectives.  And,  a  number  of  TPCC  programs  -  including  those  of 
USAID,  OPIC  and  TDA  -  have  as  an  objective  the  economic  development  of 
host  nations. 
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Another  important  consideration  retiarJiny  the  TPCC  programs  is  the  extent  to 
which  the  projjrams  address  market  failures  and  the  Administration's  trade  policy 
principles,  which  are  to  promote  open  internati<inal  markets  that  allow  fair  and 
competitive  access  tor  U.S.  prcxlucts.  These  principles  are  intended  (o  benefit 
producers,  consumers,  and  the  U.S.  ecimomy  as  a  whole. 

Thus,  in  evaluating  program  merits,  there  are  considerations  heyond  whether  a 
protjram  supports  a  large  volume  of  exports;  it  is  also  important  that  the  program 
address  a  need  that  is  appropriate  for  Government  involvement.  Federal  trade 
promotion  activities  should  not  displace  private-sector  activities.  Tine  private 
sector  is  active  in  finance  and  insurance,  market  development,  and  consulting 
activities.  The  Federal  role  in  these  areas  has  been  focused  on  areas  where  the 
private  sector  is  not  adequately  involved,  such  as  in  servicing  the  demands  of 
small  businesses,  where  credit,  information,  and  other  market  limitations  may  be 
present,  or  in  markets  such  as  those  in  less  developed  countries,  which  are 
considered  too  risky  without  government  guarantees.  The  Federal  Government 
also  has  major  roles  in  negotiating  market-opening  agreements  and  in  countering 
foreign  subsidies,  which  are  not  within  the  capabilities  of  private-sector  trade 
promotion. 

This  year  a  major  effort  has  been  devoted  to  improving  the  Government's 
estimates  of  the  "additionality"  of  its  export  programs  -  that  is,  the  extent  to 
which  exports  genuinely  increase  due  to  the  trade  programs.  The  TPCC 
agencies  generally  recognize  that  some  portion  of  exports  that  benefit  from  their 
programs  would  likely  persist  even  in  the  absence  of  the  programs.  For  example, 
there  may  be  fairness,  administrative,  or  other  practical  reasons  for  such  benefits. 
An  advantage  of  identifying  "additionality"  is  that  program  managers  and 
policymakers  may  be  able  to  refine  programs  to  avoid  displacement  of  the  private 
sector  or  otherwise  subsidize  activities  unnecessarily. 

At  this  time,  the  performance  measures  do  not  accurately  identify  the  extent  of 
additionality  in  most  cases.  The  TPCC  agencies  are  devoting  significant  effort  to 
developing  and  refining  additionality  measures,  however,  with  the  expectation 
that  next  year's  report  will  be  able  to  better  identify  the  additionality  of  each 
agency's  major  progranw.  This  goal  is  quite  challenging  due  to  the  difficulty  of 
measuring  or  modeling  exporters'  or  buyers'  "need"  for  government  support,  the 
!  extent  of  market  imperfections,  and  the  impacts  of  programs  upon  market 
I  conditions.  TPCC  programs  are  affected  by  interactions  of  the  private  sector, 
I  foreign  governments,  and  exchange  rates,  among  other  factors.  In  the  near  term, 
j  more  accurate  measures  of  additionality  may  be  possible  in  some  types  of 
j  programs  (e.g.,  those  that  directly  address  the  cost  of  products  or  credit)  than  for 
i  others  (e.g.,  programs  that  provide  counseling  or  information). 


36-983  -   97   -   R 


214 


The  National  Export  Strategy 


Table  5  presents  the  summary  performance  measures  that  were  available  as  this 
report  went  to  press.  The  measures  are  reported  for  the  seven  major  functions 
that  are  also  considered  in  Table  2.  The  performance  measures  are  agencies'  best 
estimates  and,  importantly,  there  are  many  limitations.  For  instance,  one  agency 
noted  that  there  are  problems  with  its  data,  such  as  comparability  across 
programs  and  sample  sizes  for  survey  respondents.  It  is  also  possible  that 
estimates  double  count;  for  example,  an  export  might  benefit  from  both  a  trade 
agreement  and  export  financing,  and  more  than  one  agency  could  report  the 
export  as  being  supported  by  its  programs.  Also,  the  performance  measurement 
data  (including  totals)  include  the  effects  of  OPIC,  although  OPIC  is  not 
included  in  the  budget  authority  totals.  On  the  other  hand,  Table  5  does  not 
include  output  and  outcome  measures  for  all  trade  promotion  programs  recorded 
as  having  spending  in  Table  2. 

Most  of  the  estimates  reported  here  assume  the  same  average  relationship 
between  exports  and  jobs  supported;  specifically,  that  each  $1  billion  of  exports 
in  1995  supported  14,200  jobs.  The  one  exception  is  for  agricultural  programs, 
where  USDA  estimates  that  the  comparable  figure  is  17,300  jobs.  The  main 
estimate  is  based  on  jobs  supported  by  goods  exports  for  calendar  year  1994  (the 
latest  data  available),  as  reported  in  the  June  1996  Prelimmaty  Data  Release:  U.S. 
}obs  Supported  by  Exports  of  Goods  and  Services,  of  the  Office  of  the  Chief 
Economist,  U.S.  Department  of  Commerce.  USDA's  figure  is  based  on  a  similar 
methodology  focused  on  the  agriculture  sector,  where  wages  tend  to  be  somewhat 
lower.  The  figures  for  all  sectors  change  over  time,  due  to  changes  in 
productivity  and  export  prices. 

In  an  economy  that  is  close  to  full  employment,  as  is  the  case  in  the  United 
States,  exports  are  thought  to  primarily  benefit  the  economy  by  shifting  labor  to 
jobs  with  higher  skills  and  wages  and  by  deploying  capital  in  higher  return  uses. 
Increases  in  income,  thus  are  an  alternative  to  job  creation  as  a  means  for 
economic  welfare  benefits  to  be  generated  by  exports.    We  do  not  have  measures 
at  this  time,  however,  that  indicate  the  effect  of  TPCC  programs  on  incomes. 
TPCC  agencies  are  investigating  this  issue,  however,  in  the  context  of  improving 
their  performance  measurement  and  developing  better  measures  of  program 
benefits. 

A  simple  summation  of  program  data  suggests  that  about  $68  billion  of  exports 
are  supported  by  TPCC  programs  funded  in  FY  1995.  For  perspective,  total 
merchandise  exports  over  this  period  were  approximately  $560  billion.  It  should 
be  emphasized,  however,  that  there  are  limitations  of  the  performance 
measurement  data  so  that  these  figures  are  not  strictly  comparable.  In  particular, 
some  of  the  exports  reported  for  certain  TPCC  activities  are  anticipated  in  future 
years.  For  instance,  a  trade  agreement  negotiated  in  1995  or  a  feasibility  study 
initiated  during  that  year  will  have  benefits  in  future  years  that  are  not 


188 


Budgeting  for  PerhrmarKe 


215 


A  Strategic  Response 


Tables 
TPCC  Performance  Measure  Outputs  and  Outcomes, 
By  Agency  and  Trade  Promotion  Activity  ($  in  millions) 
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14.200 

C^JMrttnent  of  Energy 

Department  of  TrafuportatKin 

Small  Busirtev  Admintscmion  (d) 

15.136     13J27 

51.925    14.564 

Subtotal  (counseling) 

15.136    562.120 

51.925  290JS8 

ISXO 

14.200 
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Table  5 

TPCC  Performance  Measure  Outputs  and  Outcomes, 

By  Agency  and  Trade  Promotion  Activity  (S  in  millions)  -  Cont'd 


GfTKTonnji  anJ  Pri^iding  In/irrmuti 

M.iichini! 
*<rvite^(mimhcr) 

C:u.tiim,i»!en«;v 
rcpi>rr«(numUn) 

Sjti«linJ  i:u»ft>fnc-m 

1%) 

Department  tit  Aiinculturc 

5,747       8.062 

161 

85% 

270 

4360 

Dtfp.irtmcni  of  dmmcrectf 

II 

6,622 

(e) 

<e) 

Depanmcnt  uf  Eneiw 

CVpiirtment  ot  Tnirupunatior 

SmjII  Biuines*  AJmmufraiii>i 

11798      9,018 

US  InKHTTvariiJO Aerncy 

Suhiocal  (^neratiriK  61 

pr\)viJinginlo.) 

5.747       8,073 

11,959     15,640 

270 

4.860 

Trade  Eivnu 

TnKlecvencs 
(numhcr) 

Event  panicipant5 
(number) 

Satuhni  cust.imcn 

(%) 

Depanmtnt  ol  Agnculture 

9                5 

380          218 

98%          98% 

89 

89 

1.602 

1,540 

Department  ot  Commerce 

1,765 

■-       29,707 

(e) 

(e) 

Department  ot  Enei^ 

Department  of  Transportation 

Small  Busmen  AJmintstratio 

Subtotal  (trade events) 

9            1.770 

380      29,925 

89 

89 

1.602 

1340 

Subtotal  (counselir\g,  info-. 

&eve 

na) 

359 

1.069 

6.462 

15.740 

V.  Providing  Govenunent-io-Govemment  AdvocKV  on  Behalf  0*  U.S.  Bu»incM 

Pcoiccti 

Proiectj 

Saluticd  ciAtomers 

(□umter)      (S 

»alueol  U.S.  comer 

t)            (%) 

Department  of  Commerce 

441 

75,000 

12.092 

171,706 

Department  ot  Enetdv 

Department  ot  State 

Department  of  Trantponation 

Subtoul 

441 

75,000 

12.092 

171.706 

VI.  Fundint  Feuibility  Studici  on  Major  Infmtnicturc  and  Development  Projects 

Scudio 

(nuinbn) 

Trade  and  Development  Agency 

84            131 

U02 

1.746 

19232 

24.793 

Subtotal 

84            131 

1002 

1.746 

19Z32 

24.793 

VII.  Developing  Foreign  Market! 

for  U.S.  Good*  and  Service* 

Agreem«nls 

Trade  events 

Sarutied  customen 

(numb«t) 

(number) 

(%) 

Department  of  Agriculture 

109            110 

5335 

8.420 

105.030 

145.666 

Department  of  Commerce 

8 

100 

lOOO 

14.200 

Department  of  Energy 
Subtotal 

109            118 

5335 

9.420 

105.030 

159,866 

Noiei  Figures  for  1990-94  are  ann 

al averages 

(a)    The  erubling  legislation  for  Title  XI 

exports  was  eiuctnj 

into  law  during  FY  1994,  therefore  norx 

«eie  approved  FY  1990-93    On.  approval  for 

$34  million  in  guarantees  was 

approv 

ed  in  FY  1994 

(b)    The  number  represents  shipowners 

*quitv  sKare  only,  w 

iich  does  not  take 

into  account  other  funding  or  colUteral  provided  by  the  private                    | 

sector  which  would  also  be  at 

risk. 

U)    Export  and  job*  data  for  1995 

nclude  effectsof  generating  and  providing  i 

iformation  and  trade  < 

■vcno. 

(d)   NumberofSCOREcounselm 

clicn 

,5  not  avaitablc- 

(e)    Export  and  )ohi  data  reported 

under 

the  heading  of  cour 

«i,ng. 
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dependent  on  additional  funding  for  that  particular  negotiation  or  study.  In 
contrast,  certain  other  activities  (such  as  credit  programs)  supptirt  exports  that 
occur  largely  contemporaneously  with  the  Government  spending.  Alsii,  .some  of 
the  current  exports  are  supported  hy  prior  years'  trade  promotion  efforts.  Finally, 
the  outcome  estimates  do  not  yet  accurately  indicate  programs'  additionality; 
rather,  they  currently  tend  to  reflect  the  volume  of  exports  that  henefit  from 
program  activities. 

The  caveats  noted  above  suggest  that  considerable  care  should  be  taken  with  the 
output  and  outcome  measures.  Nevertheless,  the  data  do  suggest  some 
tendencies. 

Negotiating  open  markets  and  lowering  or  removing  trade  barriers,  for  example, 
accounts  for  almost  a  quarter  of  all  exports  reported  in  Table  5  as  being 
supported  by  TPCC  programs  in  FY  1995  (see  figures  2  and  3).  Almost  all  of 
these  exports  are  associated  with  bilateral  agreements.  Of  the  numerous  trade 
policy  agreements  USDA  helped  bring  to  a  successful  conclusion  last  year,  two 
major  bilateral  agreements  accounted  for  the  bulk  of  the  reported  trade  impacts. 
One  involved  getting  EU  import  approval  for  U.S.-developed  herbicide-resistant 
soybeans.  Before  the  EU  agreement,  U.S.  sales  of  soybeans  to  the  EU,  currently 
valued  at  $2  billion,  were  jeopardized.    The  second  agreement  involved 

Figure  2.  Agency  Estimate  of  Gross  Exports  Supported,  1995 
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EX-IM 


resolution  of  a  U.S. -initiated  WTO  dispute  against  Korea's  food  import 
inspection  and  testing  practices,  which  severely  limited  U.S.  agricultural  sales 
involving  perishable  foods.  Tliis  agreement  shortened  Korean  port  clearance 
delays  from  several  weeks  to  six  days,  substantially  expanding  the  potential  for 
U.S.  agriculturaf  exports  to  Korea. 
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Finance  and  insurance  accounted  for  over  a  quarter  of  exports  reported  in  Table 
5  as  being  supported  in  FY  1995,  with  finance  accounting  for  about  1 1  percent  of 
the  total  and  insurance  about  1 7  percent.  Govemment-to-govemment  advocacy 
accounted  for  almost  18  percent  of  TPCC  estimated  exports. 

Figure  3.  Gross  Exports  Supported  by  Activity 
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The  above  figures  suggest  considerable  growth  over  the  estimates  for  1990-94. 
However,  the  earlier  estimates  do  not  include  the  major  export  benefits  from 
completion  of  the  Uruguay  Round  and  NAFTA.  Nevertheless,  even  without 
those  benefits,  the  1990-1994  averages  suggest  diat  one  fifth  of  exports  supported 
by  TPCC  were  due  to  negotiations.  Another  42  percent  were  due  to  fmance  (18 
percent)  and  insurance  (24  percent).  In  addition,  22  percent  were  supported  by 
activities  combating  foreign  export  subsidies. 

The  continuing  decline  in  worldwide  tied-aid  provides  another  perspective  on 
the  effectiveness  of  TPCC  programs.  As  discussed  in  the  chapter  on  Trade 
Finance,  tied-aid  levels  in  1995  are  estimated  to  be  less  than  $4  billion,  24 
percent  below  1994  levels.  This  decline  is  linked  to  implementation  of  the  1992 
OECD  rules,  the  use  or  threat  of  use  of  Ex-Im  Bank's  Tied  Aid  Capital  Projects 
Fund,  and  separate  agreements  to  ban  the  spread  of  tied  aid. 

Conclusions 

There  have  been  significant  changes  in  TPCC  program  budgets  over  recent  years 
and  further  changes  are  proposed  for  FY  1997.  In  panicular,  aggregate  funding 
for  TPCC  programs  has  declined  in  real  and  nominal  dollars  since  1993.  Much 
of  this  change  has  resulted  from  declining  spending  on  agricultural  programs, 
due  to  relatively  high  commodity  prices  and  technical  reestimates  of  credit 
program  costs. 
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TPCC  agencies  continue  to  devote  significant  efforts  to  improving  their 
performance  measures.  As  they  are  developed  and  refined,  such  measures  will 
have  the  potential  for  giving  policymakers  and  managers  insights  into  the 
effectiveness  of  programs  in  promoting  exports  and  into  ways  to  adjust  policies 
and  management  practices  to  improve  outcomes. 

A  major  effort  is  currently  being  devoted  to  measuring  the  "additionality"  of 
trade  promotion  programs,  so  that  measures  of  exports,  employment,  and 
incomes  more  accurately  reflect  the  incremental  effect  of  the  programs.  One 
good  overall  measure  of  program  effectiveness  may  be  economic  welfare,  which 
would  capture  the  effectiveness  of  export  programs  in  raising  wages  and  incomes. 
TPCC  agencies  are  working  on  such  measures,  and  will  re|x>rt  them  when  they 
are  adequately  developed.  This  is  a  difficult  problem,  however,  because  it 
requires  determining  the  effects  of  TPCC  programs  upon  intematiorul  market 
prices  and  quantities  and  other  factors. 

The  multiple-objective  nature  of  TPCC  programs  also  should  be  emphasized. 
While  there  are  important  overlapping  measures,  the  various  programs  have 
unique  and  significant  benefits  that  are  not  reported  here,  such  as  providing 
benefits  to  U.S.  farm  incomes  or  foreign  economic  development.  They  can  also 
provide  foreign  policy  benefits,  such  as  encouraging  countries  in  Eastern  Europe 
and  the  Former  Soviet  Union  to  join  the  international  economic  system.  Some 
of  these  benefits,  while  not  quantified  here,  could  be  of  tremendous  value  for 
American  security  and  economic  well  being.  As  agencies'  experience  with 
performance  measurement  increases,  our  intent  is  to  provide  an  ever  more 
complete  picture  of  agency  performance. 
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Sub-Saharan  Africa:  The  Last  Frontier 
For  U.S.  Business  Abroad 

Africa  is  important  to  the  United  States  on  several  levels:  as  the  ancestral  home 
of  more  than  30  million  Americans;  as  the  world's  most  needy  region,  whose 
wealth  of  human  and  natural  resources  remain  underdeveloped;  and  as  a  window 
on  the  difficult  development  and  humanitarian  problems  facing  the  world  in  the 
21st  century.  President  Clinton  has  said  that  the  challenges  the  world  will  face 
tomorrow  are  mirrored  in  the  challenges  Africa  is  facing  today.  The  American 
experience  holds  a  particular  relevance  for  Africa,  because  our  peoples  share 
many  common  goals  and  common  aspirations:  democratic,  responsive 
governments;  basic  human  rights  and  personal  security;  freer  movement  of 
people,  goods,  and  ideas;  and  prosperity  based  on  free  markets.  These  natural 
linkages  place  Americans  in  an  enviable  competitive  position  in  Africa,  but  a 
position  that  U.S.  business  has  not  always  pursued  aggressively. 

Americans  tend  to  associate  Africa  with  a  continuous  cycle  of  crisis  and 
suffering.  We  have  become  accustomed  to  the  recurring  themes  of  famine, 
disease,  war,  political  instability,  and  general  economic  stagnation.  However,  in 
the  closing  years  of  this  century,  Africa  has  been  undergoing  unprecedented 
political  and  economic  change.  The  transformation  sweeping  across  the  African 
continent  is  opening  the  region  to  commercial  opportunity  as  never  before. 

As  Africa  develops  politically  and  economically,  it  is  becoming  increasingly 
attractive  to  foreign  business  enterprises.  While  Africa's  commercial  potential  is 
largely  untapped  by  the  American  business  community,  the  U.S.  government  has 
undertaken  several  new  initiatives  to  assist  finns  in  participating  in  the  region's 
awakening  markets.  The  initiatives  respond  to  the  growing  attention  to  Africa 
by  the  U.S.  business  community,  as  well  as  the  desire  of  Africans  for  more 
American  involvement  in  their  efforts  to  build  democracy  and  prosperity  based 
on  free  enterprise. 

Since  1990,  more  than  25  African  countries  have  held  democratic  elections  to 
help  chart  their  political  future,  and  more  £ire  following  suit  almost  every  month. 
The  road  to  democracy  in  Africa  is  long,  and  there  have  been  numerous  setbacks 
along  the  route.  However,  a  democratic  tide  is  clearly  sweeping  the  region,  and 
democracy  brings  with  it  the  concepts  of  predictability,  accountability,  and  the 
rule  of  law.  These  concepts  are  also  essential  elements  in  building  a  climate  of 
business  confidence. 
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Africa's  JemcKnitic  revolution  has  hccn  accompanied  hy  far-reachinj,'  ccmiomic 
retorm.  UnJer  the  guidance  of  hilatcnil  and  multilateral  donors  such  as  the 
World  Bank  and  International  Monetary  Fund  (IMF),  more  than  50  countries 
have  institutL\i  programs  to  replace  their  long  discredited  state-centrali:ed 
economic  systems  with  free  enterprise.  Many  African  countries  have  enacted 
measures  to  devalue  their  overvalued  currencies;  raise  priKlucer  prices, 
particularly  for  fiirmers;  privatize  state-owned  enterprises;  institute  tijihter 
discipline  over  government  expenditures;  end  costly  internal  subsidies;  and 
remove  artificial  barriers  to  trade  and  investment. 

Like  the  path  to  demucrncy,  the  path  to  economic  reform  has  not  always  been 
an  easy  one.  In  many  cases  the  reforms  are  fragile,  and  st)me  cmmtries  have  slid 
backward  and  reversed  stime  of  their  earlier  pn>gress.  However,  the  refiirms  that 
have  taken  root  have  built  a  foundation  for  greater  prosperity  in  the  future,  a 
future  in  which  American  business  enterprise  can  play  a  major  role. 

As  the  reform  process  proceeds,  African  countries  are  gradually  becoming 
larger  players  in  the  global  trading  system.  In  1995,  the  countries  of  Sub- 
Saharan  Africa  represented  a  total  import  market  of  $81  billion,  while  their 
combined  exjjorts  totaled  nearly  $76  billion.  The  United  States  was  Africa's 
fifth  leading  industrial  country  supplier,  with  a  market  share  of  just  under  7 
percent.  U.S.  exports  trailed  behind  those  of  France,  Germany,  the  United 
Kingdom,  and  japan. 

U.S.  merchandise  exports  to  the  Sub-Saharan  region  expanded  nearly  23  percent 
in  1995,  propelled  by  surging  shipments  to  South  Africa  and  a  rebound  in  sales 
to  Nigeria.  In  comparison,  U.S.  merchandise  exports  worldwide  grew  by  less 
than  14  percent. 

Sales  were  54  percent  greater  than  our  exports  to  the  New  Independent  States 
of  the  former  Soviet  Union.  U.S.  exports  to  South  Africa  alone  were  roughly 
equal  to  our  sales  to  Russia,  and  greater  than  those  to  all  the  countries  of  Eastern 
Europe  combined.  Robust  growth  has  continued  into  1996,  with  U.S.  shipments 
to  Sub-Saharan  Africa  in  the  first  half  20  percent  greater  than  during  the  same 
period  a  year  ago. 

U.S.  investment  in  Africa  has  also  outperformed  U.S.  investment  worldwide. 
At  year-end  1994,  the  U.S.  direct  investment  position  in  Sub-Saharan  Africa 
was  $3.7  billion,  with  South  Africa  accounting  for  28  percent  of  the  total, 
Angola  14  percent,  and  Nigeria  1 1  percent.  U.S.  direct  investment  in  Sub- 
Saharan  Africa  by  non-bank  affiliates  of  U.S.  enterprises  generated  a  30  percent 
return  on  book  value,  compared  with  1 1  percent  worldwide,  14  percent  in  Latin 
America,  and  1 2  percent  in  Asia  and  the  Pacific  region.  Durit\g  the  period 
1990-94,  the  average  annual  return  on  book  value  of  U.S.  direct  inve;>tment 
in  Africa  was  nearly  28  percent,  compared  with  8.5  percent  worldwide. 
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U.S.  investment  in  Africa  Kxisted  U.S.  exports  and  helped  to  tuel  American 
industry.  $400  million  t)f  U.S.  mercliandi.se  exports  in  1994  were  shipped  to  U.S. 
majority-owned  non-bank  affiliates  in  Africa,  including  those  m  North  Africa. 
The  United  States  imported  over  $3  hiUion  from  these  affiliates,  mostly  crude  oil. 

Despite  recent  growth  in  U.S.  trade  and  investment,  Africa  remains  the  last 
frontier  for  U.S.  exporters  and  overseas  investors.  Much  of  the  U.S.  business 
community  has  long  regarded  Africa  as  a  preserve  of  the  former  European 
colonial  powers.  The  late  Secretary  of  Commerce  Ron  Brown  challenged  that 
self-fulfilling  prophesy,  insisting  that  the  United  States  would  no  longer  cede 
Africa's  markets  to  our  trade  competitors.  Secretary  Brown  declared  the  United 
States  ready  to  compete  for  its  fair  share  of  Africa's  markets  for  the  mutual 
benefit  of  Africans  and  Americans  alike,  and  he  committed  the  Department  of 
Commerce  to  a  set  of  initiatives  designed  to  broaden  and  deepen  U.S.  commercial 
involvement  in  Africa. 

South  Africa  Initiative.  Much  of  the  initial  focus  was  on  South  Africa,  whose 
economy  is  by  far  the  largest  on  the  continent  and  whose  infrastructure  is  a  key  to 
development  throughout  Southern  Africa.  South  Africa  accounts  for  half  of 
Africa's  total  production  and  claims  more  than  half  of  U.S.  exports  to  the  Sub- 
Saharan  region. 

South  Africa's  success  in  building  a  free  enterprise  democracy  is  important  to  all 
of  Africa,  because  many  American  firms  view  South  Africa  as  the  region's  growth 
engine,  low-cost  supplier,  and  as  their  base  of  operations  for  all  of  Africa.  These 
cor«iderations  led  the  late  Secretary  Brown  to  designate  South  Africa  as  one  of 
the  world's  ten  Big  Emerging  Markets ,  where  potential  for  U.S.  export  growth  is 
particularly  strong.    The  Commerce  Department  program  m  South  Africa 
includes  an  intensive  trade  promotion  program,  as  well  as  measures  to  influence 
the  development  of  South  Africa's  commercial  policy,  open  its  market 
opportunities,  and  encourage  closer  economic  and  commercial  integration  with 
its  neighbors. 

The  U.S.  and  South  Africa  established  two  new  organizations,  one  to  foster 
private  sector  initiatives  and  the  other  to  facilitate  govemment-to-govemment 
contracts.  The  Business  Development  Committee  (BDC),  co-chaired  by  Vice 
President  Gore  and  Deputy  President  Mbeki,  consists  of  six  committees  including 
one  on  Trade  and  Investments,  each  composed  of  senior  government  officials  of 
each  country.  Both  organizations  work  to  remove  business  impediments  and 
ensure  close  bilaterial  cooperation  to  support  private  enterprise. 

The  BNC  and  BDC  held  their  combined  semi-annual  meeting  with  their  South 
African  counterparts  in  Washington  July  22-23,  and  made  excellent  progress  in 
I  strengthening  the  bilateral  commercial  partnership.  South  Africa  announced 
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resolution  ot  a  long-standing  tariff  dispute  affecting  exports  of  U.S.  washing 
machines,  and  the  two  governments  advanced  the  negotiation  priKess  toward  a 
bilateral  tax  treaty.  The  United  States  agreed  to  provide  technical  assistance  to 
South  Africa  in  formulating  a  trade  protocol  with  its  neighbors,  and  the 
Department  of  Commerce  pledged  to  stage  seminars  in  South  Africa  to  explain 
U.S.  anti-dumping  and  countervailing  duty  laws.  Commerce  will  alst)  work  with 
the  U.S.  Agency  for  International  Development  (AID)  to  establish  a  Technical 
Assistance  Center  in  Stiuth  Africa  to  facilitate  partnerships  between  U.S.  firms 
and  non-white  S<iuth  African  companies.  The  U.S.  Overseas  Private  Investment 
Corporation  (OPIC)  announced  plans  to  establish  a  new  $120  million  equity 
fund  for  investments  in  Southern  Africa,  and  invited  South  African  investors  to 
tap  the  fund  for  joint  ventures  with  American  partners  in  third  countries.  The 
new  fund  is  of  particular  interest  to  South  African  companies  anxious  to  partner 
with  U.S.  firms  to  develop  the  Maputo  Corridor  in  Mozambique. 

The  strong  commercial  relationship  between  the  United  States  and  South  Africa 
has  paid  big  dividends  for  both  sides.  U.S.  exports  to  South  Africa  have  grown 
more  than  25  percent  in  two  years,  and  investments  have  surged  as  well.  More 
than  250  U.S.  firms  have  established  affiliates  in  South  Africa,  according  to  the 
Investor  Responsibility  Research  Center,  and  these  enterprises  employ  more  than 
74,000  South  Africans.  The  United  States  and  South  Africa  are  cooperating  in 
the  fields  of  commercial  law  and  tourism  development,  and  have  made  progress 
in  resolving  issues  in  intellectual  property  rights  (IPR)  protection  and  civil 
aviation  services,  which  threatened  to  hamper  further  commercial  expansion. 
Progress  on  IPR  issues  enabled  the  United  States  to  provisionally  remove  South 
Africa  from  its  Special  iOl  Watch  List.  South  Africa  recommitted  to  bringing  its 
trademark  provisions  into  conformity  with  World  Trade  Organization  and  Pans 
Convention  standards.  The  United  States  and  South  Africa  signed  a  civil 
aviation  agreement  at  the  ]uly  Binational  Commission  meeting,  paving  the  way 
for  increased  competition  in  air  carrier  services  between  the  two  countries. 

The  United  States  and  Japan  have  also  launched  a  joint  initiative  on  South 
Africa.  Commerce  Secretary  Kantor  and  Japan's  Minister  of  Trade  and  Industry 
Tsukahara  signed  an  accord  last  April  to  cooperate  in  promoting  the 
competitiveness  of  South  African  industries  and  improving  the  South  African 
business  environment.  The  two  countries  agreed  to  establish  a  joint  working 
group  on  South  Africa  to  engage  in  information  exchange  and  cooperation  for 
small  and  medium  enterprise  development  among  South  Africa's  black  majority 
population.  The  U.S.  and  Japan  will  also  cooperate  to  provide  technological  and 
enterpreneurial  training  to  non-white  South  Africans. 

Initiatives  beyond  South  Africa.  As  the  South  Africa  Initiative  continues,  the 
United  States  is  engaged  in  tift  rest  of  Africa  as  well.  To  maximize  scarce 
resources,  three  of  the  existing  Commercial  Service  offices  in  Africa  -  Abidjan, 
Nairobi,  and  Johannesburg  -  have  taken  on  regional  outreach  responsibilities  in 
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cooperation  with  their  State  DeparrmL-nr  colleagues  in  neighK>ringdipli>niatic 
posts.  The  regionalization  of  the  Commercial  Service  enables  the  Department  ot 
Commerce  and  the  Department  ot  State  to  combine  their  efforts  in  trade 
promotion,  business  facilitation,  and  direct  support  for  American  companies. 
The  regional  offices  are  developing  integrated  plans  for  commercial  promotion 
throughout  Africa's  sub-regions.  For  example,  the  Abidjan  office  is  arranging  tor 
a  foreign  buyer  delegation  from  throughout  Sub-Saharan  Africa  to  visit  the 
National  Association  of  Home  Builders  trade  show  in  Houston  in  January  1 997. 
The  Johannesburg  office  is  developing  plans  for  trade  missions  to  Mauritius  and 
Angola  by  U.S.  company  affiliates  based  in  South  Africa. 

With  Africa's  own  financial  resources  severely  constrained,  the  ojjerations  of  the 
Multilateral  Development  Banks  (MDBs)  take  on  increased  importance.  The 
Commercial  Service  has  assigned  officers  to  work  with  the  U.S.  Executive 
Director  at  each  of  the  banks,  including  the  World  Bank  and  the  African 
Development  Bank,  to  help  U.S.  exporters  participate  in  the  banks'  project 
procurements  and  to  help  resolve  procurement  problems.  Preliminary 
indications  are  that  U.S.  exports  arising  from  African  Development  Bank 
operations  totaled  more  than  $100  million  in  1995,  a  significant  increase  over 
previous  years. 

The  Departments  of  Commerce  and  State  also  continue  their  outreach  to  U.S. 
business  through  the  annual  Conference  on  U.S.  Trade  and  Investment  in  Africa. 
The  conference  is  co-sponsored  each  year  in  a  different  U.S.  city,  in  cooperation 
with  the  Corporate  Council  on  Africa  and  selected  local  organizations.  As  the 
government's  largest  outreach  program  on  Africa  to  the  U.S.  business 
community,  the  conference  involves  selected  member  agencies  of  the  Trade 
Promotion  Coordination  Committee  (TPCC)  -  the  Departments  of  Commerce, 
State,  Treasury,  Agriculture,  Energy,  the  Export-Import  Bank,  OPIC,  the  U.S. 
Trade  and  Development  Agency,  and  AID  -  plus  the  multilateral  development 
banks,  local  trade  organizations,  and  the  private  sector.  The  1996  conference  in 
Houston  attracted  an  audience  of  nearly  250. 

The  Clinton  Administration's  Africa  Policy 

Last  February,  the  White  House  transmitted  to  Congress  the  first  of  five  annual 
reports  on  a  new  Comprehensive  Trade  arul  Development  PcAicy  toward  the  Countries 
of  Africa.  The  Clinton  Administration  is  the  first  to  develop  such  a  policy 
toward  a  region  long  overlooked  in  U.S.  foreign  economic  and  commercial  policy. 
The  report  stressed  that  the  U.S.  relationship  with  Africa  has  entered  a  new 
phase.  The  Administration  has  committed  the  United  States  to  helping  Africa 
in  various  ways  to  build  a  future  based  on  democracy  and  free  markets: 
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•  To  parricipatc  in  bilateral  and  iniiltilatcral  cttorts  to  Mipport  th(i>c  Atncan 
countries  that  pursue  ineaninntul  economic  anj  regulatory  retoriu; 

•  To  support  efforts  to  improve  essential  government  and  non-government. il 
institutions  and  physical  infrastructure; 

•  To  help  create  a  more  ^jrowrh-oriented  African  business  climate  that  will 
generate  trade  opportunities  and  attract  both  domestic  and  toreijin 
investment. 

The  private  sector  will  have  the  lead  role  in  helping  Africa  to  alleviate  poverty 
and  build  prosperity,  and  the  U.S.  government  will  work  with  African 
Kovemments  to  identify  and  remove  impediments  to  the  functioniny  of  free 
markets.  The  Africans  themselves  must  empower  their  own  private  sectors  to 
partner  with  U.S.  enterprises. 

Shortly  after  the  White  House  report  was  released,  the  late  Secretary  Brown  led 
an  historic  Commercial  Devebpmenc  Mission  co  Africa,  which  demonstrated  clearly 
just  what  the  report  envisioned.  The  mission  visited  five  countries:  Q>te 
d'lvoire,  Ghana,  Kenya,  Uganda,  and  Botswana.  In  each  country  major 
initiatives  were  undertaken  with  African  governments  and  private  sector 
representatives  to  begin  a  lasting  process  of  economic  and  commercial  e.xpansion 
based  on  close  cooperation  with  American  companies. 

During  the  mission  Secretary  Brown  held  discussions  with  government  leaders 
and  private  representatives  from  nearly  40  African  countries  and  more  than  1 50 
U.S.  firms.  He  announced  contracts  and  agreements  for  American  companies 
totaling  nearly  $500  million,  and  he  advocated  on  behalf  of  U.S.  firms  competing 
for  projects  that  eventually  could  total  more  than  $3  billion  of  U.S.  exports.  The 
Secretary  challenged  African  leaders  to  recommit  their  countries  to  democracy, 
free  enterprise,  transparency,  and  lowering  of  commercial  barriers. 
Leading  U.S.  Markets  in  Africa,  1995 

Secretary  Brown  signed  a  Memorandum  of  Understanding  between  the 
Department  of  Commerce  and  the  Southern  Africa  Development  Community 
(SADC)  aimed  at  increasing  trade  and  investment  ties  between  the  United 
States  and  that  important  twelve-country  regional  organization.  The  agreement 
outlines  a  framework  for  cooperation  between  the  Commerce  Department  and 
SADC  with  respect  to  commercial  development  in  Southern  Africa.  The  SADC 
agreement  complements  the  Initiative  for  Southern  Africa  implemented  by  the 
U.S.  Agency  for  International  Development  (USAID),  designed  to  help  SADC 
increase  regional  trade  and  economic  integration.  Secretary  Brown  also  opened 
a  new  Commercial  Service  office  in  the  U.S.  Embassy  in  Accra,  Ghana, 
acknowledging  the  growing  interest  of  U.S.  business  in  Ghana  as  that  country 
aggressively  implements  economic  reforms. 
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Leading  U.S.  Markets  in  Africa,  1995 


South  Africa 

U.S.  Exports  ($  millions) 

^^^^^^^^^^1 

^^     Kmi  Kenya 

^^^^^■■H 

WIfc/ Igfl  Zimbabwe 

I^^HjH^S 

MB^^-M^  Ethiopia 

^^^^^^^^B 

IP^ — |£2S£|  Ghana 

Nigeria 

^^^»irt.^M  Angola 

^^^^^^^^HHHIH 

Source:  U.S.  Department  of  Commerce 

TPCC  Africa  Working  Qroup.  After  his  mission  to  Africa,  Secretary  Brown 
moved  to  further  consolidate  the  U.S.  commercial  partnership  with  the  region  by 
establishing  a  permanent  Africa  Working  Group  of  the  TPCC.  The  Africa 
Working  Group  convenes  periodically  to  help  formulate  and  implement  U.S. 
trade  and  investment  initiatives  toward  Africa,  to  address  specific  problems  and 
impediments  to  U.S.  commercial  expansion  in  the  region,  and  to  coordinate 
U.S.  government  measures  to  resolve  them.  The  Working  Group  serves  to 
institutionalize  interagency  coordination  of  U.S.  government  programs  to 
support  a  stronger  commercial  relationship  with  Africa,  and  to  ensure  that  the 
programs  continue  well  into  the  future.  The  Working  Group  has  convened  a 
meeting  with  the  U.S.  business  community  on  Nigeria,  and  it  has  established 
a  Nigeria  Task  Force  to  ensure  that  the  interests  of  the  U.S.  business  community 
are  adequately  considered  in  determination  of  (xjlicy  toward  that  important 
country. 

The  Africa  Working  Group  is  also  planning  a  program  of  African  commercial 
development  missions  to  the  United  States.  These  missions  will  be  organized 
regionally,  and  will  involve  both  the  public  and  pnvate  sectors  of  the 
participating  African  countries.  They  will  build  on  the  momentum  of  the  Brown 
mission,  further  promoting  regional  development  and  cooperation  between  the 
public  and  private  sectors  in  Africa  and  the  United  States.  The  first  regional 
commercial  mission  to  the  United  States  will  be  from  the  SADC  region  in 
November  1996. 
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An  Africa  Action  Plan 

The  initiatives  underway  to  support  U.S.  business  in  Africa  have  already  b»>rne 
fruit.  American  exports  to  the  region  are  surging,  and  investment  is  keeping 
pace.  However,  even  more  needs  to  be  done  to  build  on  the  late  Secretary 
Brown's  pioneering  work  to  broaden  and  deepen  U.S.  commercial  involvement  in 
Africa.  The  Clinton  Administration  will  initiate  an  economic  and  commercial 
dialogue  with  African  countries  on  a  regional  basis,  with  the  objectives  of 
promoting  continued  economic  liberalization,  regional  development,  and 
stronger  commercial  ties  with  the  United  States.  Preparatory  work  will  begin 
with  SADC  in  the  fall  of  1996  during  the  commercial  development  mission  to 
the  United  States,  with  ministerial  level  talks  to  be  scheduled  later.  The 
discussions  with  Southern  Africa  will  provide  a  model  for  talks  in  the  future  with 
East,  West,  and  Central  Africa. 

The  economic  and  commercial  dialogue  will  be  a  key  component  of  a  plan  of 
action  to  support  further  business  expansion  in  Africa,  being  developed  in 
consultation  with  the  Congress.  The  Africa  Action  Plan  will  be  closely 
coordinated  with  preparations  for  the  second  annual  report  to  Congress  on  a 
CompTehemive  Trade  and  Development  Policy  Toward  the  Countries  of  Africa.  These 
preparations  are  already  underway,  and  consultations  with  Congress  have  begun. 
The  Africa  Action  Plan  will  also  contain  the  following  elements: 

Export  finance:  Afhcaiw  and  Americans  alike  point  to  the  limitations  of  official 
export  credit  support  as  an  impediment  to  increased  U.S.  business  in  Africa. 
Lack  of  adequate  creditworthiness  limits  the  availability  of  the  programs  of  the 
Export-Import  Bank  of  the  United  States  (Ex-Im  Bank)  to  only  13  of  the  48 
countries  of  Sub-Saharan  Africa.  In  four  of  the  13  countries  where  the  barJc  is 
open  for  business,  certain  limitatiorw  are  imposed  either  on  the  larger  of  terms  or 
on  the  borrowing  sector  (public  or  private).  Nevertheless,  the  13  countries  in 
which  Ex-Im  Bank  is  open  for  routine  transactions  account  for  67  percent  of 
total  Sub-Saharan  Africa  GDP  and  46  percent  of  toul  Sub-Saharan  Africa 
merchandise  imports.  Ex-Im  Bank  is  actively  looking  to  broaden  its  portfolio  in 
Africa  by  identifying  sound  financial  intermediaries,  and  by  helping  to  structure 
projects  so  that  they  can  generate  the  hard  currency  required  for  loan  repayment. 

In  an  effort  to  ^cilitate  greater  access  to  capital  for  African  projects,  the  TPCC 
Africa  Working  Group  will  examine  ways  to  help  Ex-Im  Bank  widen  its  coverage 
in  African  markets.  Along  with  other  measures,  it  will  encourage  African 
countries  to  seek  private  sector  advice  and  management  to  improve  their  credit 
ratings,  and  to  market  infrastructure  development  projects  that  will  generate 
hard  currency.  As  a  first  step,  the  Africa  Working  Group  organized  a  Trade  and 
Project  Finance  Roundtable  with  banks,  multilateral  lenders,  trade  finance 
consultants,  and  experienced  exporters  to  discuss  issues  and  impediments  in 
trade  and  project  finance.  P;irticipants  discovered  that  while  capital  re^^Hlrcc•^ 
are  available  to  finance  African  projects,  their  existence  is  not  widely  known  and 
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their  terms  may  often  be  unsuitable  tor  particular  transactions.  As  a  tollow-up  to 
the  Roundtable,  the  Working  Group  will  examine  opportunities  to  eNpand  the 
coverage  of  existing  funds,  as  well  as  methixJs  to  structure  creative  financing  for 
viable  projects  to  leverage  public  and  private  sector  funding.  The  Working 
Group  will  also  work  with  private  sector  organizations  to  develop  a  database  of 
lenders,  export  credit  agencies,  and  private  financing  organizations. 

Multilateral  Development  Banks  (MDBs):  After  three  years  of  negotiations, 
agreement  was  reached  on  replenishment  of  the  African  Development  Fund 
(AFDF  7)  on  the  eve  of  the  African  Development  Bank  meeting  in  May  1996. 
As  of  this  writing,  Congress  had  not  appropriated  the  Administration's  FY  1997 
request  for  a  $50  million  initial  payment  on  a  total  $200  million  pledge  by  the 
United  States.  Agreement  has  also  been  reached  on  a  three-year  replenishment 
of  the  World  Bank's  concessionary  lending  window,  the  International 
Development  Association  (IDA  1 1 ),  which  will  permit  total  new  IDA 
commitments  of  $15  billion  between  1997  and  1999.  Of  this  amount 
approximately  50  percent  has  been  targeted  for  the  poorest  countries  of  Africa. 
Payment  by  the  United  States  of  existing  unmet  commitments  to  IDA  totalling 
$935.5  million,  together  with  full  and  timely  participation  in  the  new 
replenishment,  are  both  vital  for  IDA's  future.  Both  remain  key  Administration 
objectives  with  respect  to  the  Foreign  Operations  account. 

Advocacy:  The  late  Secretary  Brown's  aggressive  advocacy  for  U.S.  firms 
competing  for  contracts  in  Africa  paid  big  dividends.  U.S.  companies  won 
contracts  or  were  positioned  to  do  so  in  telecommunications,  transportation, 
power  generation,  water  resource  development,  housing  construction,  and 
enviro-technologies.  France,  Canada,  Germany,  and  other  major  competitors  in 
Africa  and  elsewhere  indicated  both  admiration  and  concern  for  the  new 
determination  of  the  U.S.  government  to  help  Americans  win  contracts  abroad, 
possibly  at  the  expense  of  their  own  firms.  This  work  will  be  continued  with  the 
strong  support  of  our  overseas  posts  and  under  the  coordination  of  the  TPCC's 
Advocacy  Network.  The  Advocacy  Center  is  monitoring  potential  projects 
throughout  Sub-Saharan  Africa  in  the  telecommunications,  aerospace, 
infrastructure,  and  power  generation  sectors  in  particular.  These  projects  could 
total  up  to  $5.5  billion  in  value,  with  more  than  $2  billion  in  U.S.  exports. 

Unfair  Trade  Practices:  The  U.S.  government  will  continue  to  closely  monitor 
the  trade  practices  of  our  major  competitors  in  Africa,  including  tied  aid, 
association  of  purchasing  decisions  with  bilateral  aid  considerations,  and  bribery. 
Although  Africa  has  not  been  a  major  venue  for  unfair  practices,  numerous  cases 
have  arisen  in  recent  years.  In  1994,  a  French  company  operated  to  block  an 
American  oil  firm  from  developing  an  oil  and  natural  gas  field  offshore  of  Cote 
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d'lvoire.  In  1995,  France  obstructed  a  U.S.  telecommunications  company's 
efforts  in  Madagascar.    Japanese  and  European  subsidized  credits  to  Mauritius 
have  disadvantaged  U.S.  competition  in  the  telecommunications  sector.  In 
addition,  the  European  Investment  Bank  signed  an  agreement  to  provide  $20 
million  to  Mauritius  on  highly  concessional  terms  in  partial  financing  of  a  sewage 
treatment  plant.  The  German  government  is  proposing  to  co-finance  the  project 
with  a  combination  of  grants  and  soft  loans.  Two  years  ago,  japan  extended 
highly  concessional  financing  to  Ghana  for  development  of  an  energy  project  to 
keep  a  U.S.  firm  from  winning  the  contract. 

The  United  States  has  acted  selectively  to  counter  or  challenge  such  actions  in 
the  past,  and  will  continue  to  do  so  in  the  future  if  these  measures  disadvantage 
U.S.  bidders.  Ex-lm  Bank's  Tied  Aid  Capital  Projects  Fund  (TACPF)  is  a  U.S. 
trade  policy  tool  aimed  at  countering  trade-distorting  tied  aid  offers  in  select 
circumstances.  Ex-lm  Bank  has  specific  guidelines  in  place  for  the  use  of  the 
TACPF  to  prevent  its  overuse.  The  Fund  is  not  an  instrument  for  the  routine 
support  of  U.S.  exports,  but  it  can  be  used  strategically  to  counter  the  unfair 
practices  of  our  competitors  if  these  practices  jeopardize  broader  U.S.  market 
opportunities.  Moreover,  the  United  States  will  press  for  a  level  playing  field  in 
Africa's  growing  markets  during  our  upcoming  commercial  dialogue,  and  will 
continue  to  challenge  unfair  competition  in  the  Paris-based  Organization  for 
Economic  Cooperation  and  Development  (OECD). 

Debt  reduction:  Any  comprehensive  strategy  to  promote  commercial  ties  with 
Africa  must  address  the  question  of  debt.  Sub-Saharan  Africa's  total  foreign  debt 
exceeds  $229  billion,  more  than  three  times  its  annual  exports  of  goods  and 
services.  For  may  countries,  debt  servicing  poses  a  substantial  burden.  The 
United  States  had  provided  more  than  $1  billion  in  bilateral  debt  reduction  for 
19  African  countries,  and  since  FY  1994,  has  also  agreed  to  participate  in  debt 
reduction  agreements  within  the  Paris  Club  for  four  countries.  The  United 
States  has  also  been  working  with  the  international  community  to  develop  a 
comprehensive  approach  for  eligible  poorest  countries  needing  additional  debt 
relief,  based  on  sound  policy  implementation. 

Public-Private  Partnerships:  The  Africa  Working  Group  will  build  on  its  success 
in  partnering  with  state  and  local  governments,  port  authorities,  and  private 
sector  organizations  to  leverage  greater  commercial  involvement  in  Africa. 
Many  state  and  local  governments  are  actively  promoting  trade  with  Africa,  and 
private  organizations  such  as  the  Corporate  Council  on  Africa,  the  African- 
American  Chamber  of  Commerce,  and  the  U.S.-South  Africa  Business  Council, 
among  others,  have  been  extremely  effective  in  the  process.   The  Department  of 
Commerce  already  works  closely  with  the  Corporate  Council  on  Africa  in  its 
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annual  Africa  business  conference,  and  with  the  U.S. -South  Africa  Business 
Council  in  the  BDC  with  South  Africa.  These  non-governmental  organizations 
are  filling  the  gap  in  an  era  of  diminished  government  resources,  and  the  U.S. 
government  will  seek  ways  to  expand  its  C(.x)peration  with  them  and  others. 

All  these  measures  combined  could  help  to  increase  U.S.  commercial 
involvement  in  Africa,  but  the  biggest  boost  still  must  come  from  the  Africans 
themselves.  They  must  strive  for  openness  and  transparency  in  their  business 
climates,  and  a  true  readiness  to  involve  Americans  in  their  efforts  to  build 
prosperity.  Africans  must  establish  the  political  will  in  favor  of  regional 
development,  to  attract  U.S.  business  to  larger,  better  integrated,  and  more 
efficient  markets.  As  Africa's  commerce  becomes  more  open,  and  African 
economies  grow  increasingly  interdependent,  interest  will  naturally  grow  to  take 
advantage  of  the  opportunities  on  the  last  frontier  for  U.S.  business  overseas. 
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Report  on  Implementation  of  Section  303 
of  the  Freedom  Support  Act  of  1 992 

Export  Promotion,  Finance  and  Related  Activities 

The  U.S.  Government  has  developed  a  range  of  programs  and  services  to  assist 
American  companies  seeking  to  develop  markets  in  the  New  Independent  States 
(NIS).  Those  sponsored  by  the  Commerce  Department's  International  Trade 
Administration  (ITA)  include  expansion  of  the  Commercial  Service's  presence 
in  these  countries,  creation  of  a  network  of  American  Business  Centers  (ABC's), 
development  of  small  business  support  programs  through  the  Commerce 
Department's  Business  Information  Service  for  the  New  Independent  States 
(BISNIS)  and  the  Special  American  Business  Internship  Training  Program 
(SABIT),  and  advocacy  on  behalf  of  American  companies  to  facilitate 
implementation  of  specific  trade  and  investment  project.  The  Export-Import 
Bank  of  the  United  States,  the  U.S.  Overseas  Investment  Corporation  (OPIC), 
and  the  U.S.  Trade  and  Development  Agency  (TDA)  provide  financing 
resources  to  support  U.S.  business  ventures  in  the  region. 

Export  Promotion:  In  1993,  the  Commercial  Service  undertook  a  major 
expansion  in  the  NIS  to  significantly  increase  its  trade  promotion,  market 
development,  business  counseliivg,  trade  events  sponsorship,  and  U.S.  company 
advocacy  services  in  these  markets.  In  addition  to  expanding  its  posts  in 
Moscow  and  St.  Petersburg,  the  Commercial  Service  opened  a  new  f>ost  in 
Vladivostok,  increased  total  staffing  in  the  NIS  from  16  to  56.  Tlie  Commercial 
Service  now  operates  in  Moscow,  St.  Petersburg,  and  Vladivostok,  Russia;  Kiev, 
Ukraine;  Almaty,  Kazakstan;  and  Tashkent,  Uzbekistan. 

The  Commercial  Service  has  also  implemented  the  American  Business  Center 
(ABC)  program,  established  with  funding  from  the  Freedom  Support  Act  to 
promote  the  rapid  expansion  of  U.S.  trade  and  investment  in  the  NIS.  ABCs 
offer  American  companies  critical  business  fiacilitation  services,  such  as  short 
term  office  and  exhibit  space,  telecommunications  services,  market  research  and 
business  counseling.  The  ABCs  also  provide  local  outreach  services,  training 
and  technical  assistance  to  host  country  firms,  which  enhance  their  ability  to 
become  viable  business  partners  for  American  companies.  Five  ABCs  are 
collocated  with  Commercial  Service  posts,  including  two  in  Russia,  and  one  each 
in  Ukraine,  Uzbekistan,  and  Kazakstan.  Eight  additional  ABCs  located  in  cities 
where  there  is  significant  commercial  potential,  but  no  Commercial  Service 
presence,  are  operated  by  private  sector  organizations  through  cooperative 
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agreements  with  the  Department  ot  Commerce.  Two  of  these  solo  ABCs  are 
located  in  the  Russian  Far  East  cities  ot  Khaharovsk  and  Yuzhno-Sakhalinsk. 
Through  the  end  ot  1995,  ABCs  served  nmre  than  1300  clients. 


The  Business  Information  Service  for  the  New  Independent  States  (BISNIS) 
operates  as  a  one-stop  shop  to  provide  American  companies  information  on 
doing  business,  help  in  establishing  commercial  contacts,  and  clearinghouse  tor 
disseminating  of  business  opportunities.  BISNIS  responds  to  over  1 50,000 
queries  a  year  for  increasingly  sophisticated  counseling  needs  and  for  specific 
information,  which  is  now  available  continuously  through  fax-on-demand, 
Internet,  and  email  services.  The  program  has  supported  U.S.  companies  ot  all 
j  sizes  in  realizing  more  than  $1  billion  worth  of  export  and  investment 
transactions  in  the  NIS  since  it  opened  in  1992.  Of  the  25,000  companies  that 
receive  its  information  regularly,  over  85  percent  are  small  and  medium  sized 
companies. 

BISNIS  also  provides  critical  trade  opportunities  to  U.S.  companies  through  the 
I  monthly  matchmaking  publication,  Search  far  Partners,  which  focuses  on  industry 
I  or  country-specific  trade  opportunities  and  investment  transactions;  Trade  with 
America,  printed  in  Russian  and  Ukrainian,  which  describes  U.S.  Government 
trade  and  investment  programs  to  interested  NIS  governments  and  companies; 
and  BISNIS  Trades  and  Teruiers,  a  bi-weekly  electronic  bulletin,  which  provides 
time-sensitive  and  updated  export  opportunities  and  tenders  to  U.S.  companies 
of  all  sizes. 

The  Special  American  Business  Internship  Training  program  (SABIT)  is  a 
unique  private  sector  -  U.S.  Government  partnership  designed  specifically  to 
enable  small-  and  medium-sized  U.S.  businesses  interested  in  pursuing  ventures 
in  the  NIS,  but  that  otherwise  might  not  have  the  resources  to  do  so,  to  train 
NIS  counterparts  and  thereby  develop  international  business  opportunities. 
With  funding  firom  the  FREEDOM  Support  Act,  SABIT  awards  grants  on  a 
competitive  basis  to  American  companies  to  help  defray  the  costs  of  hosting  NIS 
managers  and  scientists  for  three  to  six  months  of  hands-on  training  in  the 
United  States.  To  date,  over  250  U.S.  companies  have  hosted  more  than  800 
NIS  interns  through  SABIT,  and  most  report  that  they  have  maintained  ongoing 
relationship  which  have  led  to  distributorship  agreements,  joint  ventures,  and 
other  forms  of  business  collaboration.  Of  these,  approximately  70  percent  have 
been  small-  and  medium-sized  businesses. 

In  addition  to  these  specific  programs,  OPIC,  TDA,  and  the  Departments  of 
Energy  and  Agriculture  regularly  organize  trade  missions,  conferences,  and 
seminars  to  introduce  American  companies  to  these  emerging  markets. 
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TTie  primary  U.S.  Department  of  Agriculture  (USDA)  export  promotion  activity 
funded  under  the  Freedom  Support  Act  is  the  Cochran  Fellowship  Program. 
This  program  provides  short-term  agricultural  training  programs  for  public  and 
private  sector  individuals  in  the  United  States.  One  of  the  objectives  of  the 
program  is  to  strengthen  and  enhance  the  lirtkages  between  countries  and 
agricultural  interests  in  the  United  States. 

Over  the  past  three  years,  the  Cochran  Program  has  sponsored  143  Russian 
participants  to  the  United  States.  A  number  of  these  participants  have  engaged 
in  business  development  related  training  activities,  which  in  most  cases  included 
agribusiness  management  training  combined  with  visits  to  U.S.  agribusinesses 
and  agricultural  trade  meetings.  These  trainir\g  opportunities  provided 
information  to  the  Russian  participants,  give  the  participants  a  first  hand 
orientation  to  a  variety  of  U.S.  agricultural  products,  and  introduce  them  to  U.S. 
businesses  and  organizarions. 

As  a  result,  participants  have  imported  U.S.  agricultural  products.  For  example, 
a  candy  manufiacturer  recently  imported  over  $700,000  worth  of  U.S.  almonds 
and  is  preparing  for  a  second  shipment  of  equal  or  greater  amounts;  a  retailer 
recently  purchased  two  container  loads  of  U.S.  -  brand  cookies;  a  wholesaler 
firom  the  Russian  far  East  recently  pmrchased  trail  shipments  of  U.S.  fresh  fruit 
and  vegetables  valued  at  over  $200,000.  Other  sales  include  U.S.  Livestock 
genetics,  grain,  and  agricultural  equipment. 

These  panicipants  also  form  the  basis  of  a  contact  list  for  U.S.  agribusinesses 
wishing  to  do  business  with  Russia.  The  Agricultural  Attache's  Office  in 
Moscow  directs  U.S.  agribusinesses  to  former  Cochran  participants  for  contacts 
to  Russian  companies. 

Business  Facilitation  and  Support:  The  Commerce  Department's  Office  of  the 
U.S.  Ombudsman  for  Energy  and  Commercial  Cooperation  with  the  New 
Independent  States  (NIS)  promotes  U.S.  exports  and  capital  projects  in  the 
region  by  working  to  resolve  the  practical,  concrete  problems  that  affect  specific 
business  transacrions  and  facilitate  and  nurture  the  development  of  important 
new  business.  Active  Ombudsman  relationships  have  been  established  with 
Russia,  Ukraine,  Belarus,  Armenia,  Kazakstan,  Uzbekistan  and  Turkmenistan, 
and  bilateral  commercial  dialogues  have  also  been  initiated  with  Azerbaijan, 
Georgia  and  Moldova. 

We  have  also  established  interministerial  Business  Development  Committees 
(BDCs)  with  Russia,  Ukraine,  Kazakstan,  and  Belarus.  Chaired  and  managed  on 
the  U.S.  side  by  the  Department  of  Commerce,  the  BDCs  also  include  the 
Departments  of  State,  Treasury.  Agriculture,  and  Energy,  as  well  as  the  U.S. 
Trade  Representative,  the  National  Secunty  Council,  the  U.S.  Export-Import 
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Bank  (Ex-Im  Bank),  OPIC,  and  TDA.  Their  goals  include  the  removal  ot 
barriers  to  bilateral  trade  and  investment,  facilitation  of  individual  commercial 
projects,  implementation  of  business  development  programs  and  maintenance  of 
an  open,  ongoing  forum  for  discussion  of  bilateral  commercial  and  economic 
issues. 

The  U.S.  Government  uses  the  Ombudsman  and  BDC  mechanisms  —  where 
they  have  been  established  to  work  in  a  coordinated  way  with  other  trade  and 
investment  agencies  to  promote  U.S.  commercial  interests  in  the  NIS. 

Recent  accomplishments  in  Russia  include:  efforts  to  arrange  for  Ex-lm  Bank 
financing  for  the  export  of  U.S.  technology  and  aircraft  components  to  be  used 
in  construction  of  Russian-made  lL-96  cargo  and  transport  planes;  assistance  to 
U.S.  companies  to  secure  a  contract  for  an  air  reservation  and  cargo  scheduling 
system  at  St.  Petersburg  airport,  resulting  in  potential  U.S.  exports  valuing  $90 
million;  limiting  tariffe  on  U.S.  poultry  exports;  helping  to  secure  tariff  waivers 
for  a  U.S.  food  manufacturer  which  led  to  a  $100  million  investment  and 
potential  U.S.  exports  valued  at  $60  million.   With  respect  to  energy  projects  in 
Russia,  the  U.S.  Ombudsman  has  been  a  strong  advocate  for  U.S.  companies,  for 
example,  assisting  several  U.S.  oil  ventures  to  obtain  exemptions  from  oil 
export  taxes,  promoting  favorable  production  sharing  agreement  legislation  and 
reforms  for  Russia's  energy  tax  regime. 

In  Ukraine,  the  U.S.  Ombudsman  advocates  for  U.S.  companies  in  sectors 
varying  from  energy  production  to  agricultural  equipment  and  works  with  his 
Ukrainian  counterpart  to  overcome  impediments  to  trade  and  investment, 
including  resolution  of  contractual  and  payment  disputes  and  legislative  and 
administrative  reforms.'  In  Belarus,  efforts  have  focused  on  helping  to  resolve 
specific  problems  encountered  by  U.S.  companies  and  facilitating  potential 
commercial  projects. 

In  Azerbaijan,  the  U.S.  Ombudsman  has  played  a  key  role  in  advancing  energy 
projects,  such  as  a  multimillion  dollar  pipeline  project,  involving  several  U.S. 
companies.  In  Kazakstan,  recent  activities  include  efforts  to  secure  a  U.S. 
company's  bid  to  upgrade  the  telephone  system,  resolve  nonpayment  problems, 
and  advocate  for  a  U.S.  airline  hoping  to  establish  a  presence  there.  The 
Department  of  Commerce  has  worked  to  support  U.S.  energy  companies  that 
have  become  involved  in  energy  exploration,  drilling,  and  transportation 
projects,  including  the  Caspian  Pipeline  Consortium.  In  Uzbekistan,  efforts 
have  included  promoting  U.S.  company  interests  in  gold  mining  projects  and 
aircraft  sales. 

Export  Finance  Programs,  Feasibility  Studies,  Political  Risk  Insurance  and 
Other  Related  Programs:  Ex-Im  Bank  helps  finance  the  overseas  sales  of  U.S. 
goods  and  services.  Ex-Im  Bank's  programs  of  export  credit  insurance,  loans,  and 
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loan  guarantees  are  available  to  varying  Jcgrees  in  the  countries  that  comprise 
the  former  Soviet  Union.  Programs  are  open  for  short-  and  medium-term  public 
sector  transactions  in  Moldova,  Turkmenistan,  Ukraine,  and  Uzbekistan  and 
also  for  short-,  medium-,  and  long-term  public  sector  transactions  in  Ka:akstan 
and  Russia.  All  public  sector  transactions  require  a  sovereign  government 
guarantee.  Ex-lm  Bank  is  closed  for  routine  business  with  private  sector  buyers 
throughout  the  NIS,  but  may  consider  special  requests  for  financing  on  a  case- 
by-case  basis.  Such  requests  would  be  based  on  special  security  structures  such 
as  export  contract  security  arrangements,  limited  recourse  project  risk,  or 
private  commercial  bank  risk  (on  an  exceptional  basis)  that  would  assist  Ex-lm 
Bank  in  meeting  its  credit  standards.  Thus,  for  example,  in  Russia,  under  the 
Oil  and  Gas,  Framework  Agreement,  Ex-lm  Bank  provides  financing  for 
integration  of  oil  production,  refining  and  pipelines  based  upon  escrowed  hard 
currency  oil  export  revenues  for  debt  repayment.  Ex-lm  Bank  has  also  signed 
other  agreements  that  will  open  the  way  for  the  Bank  to  support  transactions 
involving  the  sale  of  U.S.  exports  for  the  modernization  of  Russia's  natural  gas 
sector  and  timber  industry. 

In  FY1995,  Ex-lm  Bank  approved  more  than  $680  million  of  financing 
(excluding  short-term  insurance)  for  U.S.  exports  to  the  NIS.  Of  this,  about 
$520  million  was  for  U.S.  export  sales  to  Russia,  mostly  consisting  of  U.S.  oil  and 
gas  equipment  firianced  under  the  Oil  and  Gas  Framework  Agreement.  Ex-lm 
Bank  also  supported  sales  of  U.S.  experts  to  Ukraine,  Turkmenistan  and 
Uzbekistan. 

OPIC  supports  U.S.  corporate  investments  abroad.  OPIC  programs  are  open  in 
all  12  countries  of  the  former  Soviet  Union.  Programs  include  project  finance, 
political  risk  insurance  and  investment  funds.  Under  its  project  finance 
program,  OPIC  provides  medium  to  long-term  limited  recourse  financing  in  the 
form  of  loan  guarantees  and  direct  loams  to  overseas  investment  projects  with 
significant  U.S.  equity  participation.  Under  its  insurance  program,  OPIC 
underwrites  political  risks  associated  with  foreign  investments,  including 
currency  inconvertibility,  expropriation  and  political  violence. 

In  FY1995,  OPIC  committed  $233  million  in  project  finance  to  U.S.  business 
ventures  in  the  NIS,  $543  million  in  investment  insurance,  and  $443  million  in 
loan  guarantees  to  4  regional  investment  funds  that  cover  the  NIS  and  Central 
and  Eastern  Europe.  By  sector,  mining,  telecommunications,  and  financial 
services  accounted  for  the  bulk  of  OPIC  activities  in  the  NIS. 

TDA  provides  funding  for  U.S.  firms  to  carry  out  feasibility  studies  related  to 
major  projects  in  developing  and  middle  income  developing  countries.  This 
assistance  not  only  promotes  economic  development,  but  also  helps  U.S.  firms 
get  involved  in  projects  that  offer  significant  export  opportunities.  TDA  was 
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authorized  in  late  1991  to  operate  in  the  NIS.  In  FY1995,  TDA  committed 
$21.2  million  tor  feasibility  studies  and  other  activities  in  Russia  and  the  otlier 
NIS.  Most  of  the  studies  TDA  funded  in  the  NIS  during  the  year  involved 
potential  joint  ventures  or  co-pnxluction  arrangements  in  sectors  such  as  oil  and 
gas,  manufacturing,  transportation  as  well  as  energy  efficiency. 
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Report  on  Section  304  of  the  Freedom 
Support  Act  of  1 992 

The  TPCC  Interagency  Working  Group  on  Energy 

One  of  the  most  important  tasks  for  U.S.  cooperation  with  several  energy-rich 
nations  of  the  former  Soviet  Union  is  the  promotion  of  rapid,  safe  and 
environmentally-sensitive  development  of  energy  resources.  Bilateral  Business 
Development  Committees  (BDC)  have  been  established  with  Russia,  Ukraine, 
Belarus  and  Kazakstan  generally  to  foster  an  economic  environment  conducive 
to  greater  trade  and  investment.  In  Russia,  the  BDC  operates  under  the  overall 
direction  of  the  binational  commission  headed  by  Vice  President  Gore  and 
Russian  Prime  Minister  Chernomyrdin.  Many  of  the  tools  that  have  been 
established  to  promote  and  strengthen  U.S.  commercial  ties  with  the  NIS, 
mentioned  here  and  in  the  Section  303  report  above,  have  components  that 
specifically  target  the  energy  sector. 

In  Russia  and  Kazakstan,  the  BDC  includes  a  sector-specific  Oil  and  Gas 
Working  Group  to  promote  and  ^cilitate  U.S.  trade  and  investment  in  these 
sectors  by  identifying  and  eliminating  barriers  to  projects  and  other  commercial 
activity,  thereby  aiding  in  the  transition  of  these  states  to  self-sustaining  market 
economies.  The  U.S.-Ukraine  Joint  Committee  for  Trade  and  Investment  also 
has  an  energy  focus. 

Activities  in  Russia 

Since  its  creation,  there  have  been  eleven  official  meetings  of  the  Oil  and  Gas 
Working  Group  of  the  U.S. -Russia  BDC.  The  potential  value  of  U.S. -led 
petroleum  projects  in  Russia  is  estimated  at  over  $60  billion;  U.S.  oil  firms  have 
already  invested  some  $800  million  in  joint  ventures. 

Tlie  Working  Group,  made  up  of  officials  from  both  governments  -  and  relying 
on  input  from  the  oil  and  gas  industry  -  has  focussed  corwiderable  attention  on 
changes  needed  in  the  Russian  Production  Sharing  Agreement  law.  It  has  also 
established  a  dialogue  with  several  Russian  ministries  and  the  private  sector  to 
ensure  that  tax  changes  mandated  by  Russia's  recent  loan  agreement  with  the 
International  Monetary  Fund  do  not  adversely  affect  economic  prospects  of  the 
American  oil  production  joint  ventures  now  in  operation. 
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In  addition,  the  Working  Group  has  prepared  three  reports  on  Russian  oil  sector 
taxes.  The  first  in  this  series  was  the  report  "Improving  the  Taxation  System  in 
the  Russian  Oil  and  Gas  Sector,"  followed  by  a  second  report  on 
implementation,  and  a  third  memorandum  on  the  critical  need  for  reform  in 
Russia's  oil  sector.  Included  in  the  report  are  solutions  designed  to  help 
maximize  petroleum  sector  investment. 

To  address  some  of  the  non-tariff  barriers  to  increased  U.S.  exports  to  Russia's  oil 
and  gas  sector,  the  Commerce  Department's  Special  American  Business 
Internship  Training  Program  (SABIT)  Standards  program  has  commenced 
training  for  25  NIS  standards  and  certification  officials  and  experts  from  the  oil 
and  gas  equipment  industry. 

Activities  in  the  non-Russian  NIS  Area 

Recognizing  the  importance  that  economic  independence  plays  in  supporting 
political  freedom,  several  United  States  government  agencies  (led  by  State  and 
the  NSC)  advocated  on  behalf  of  multiple  pipeline  options  for  export  of  oil  from 
newly  independent  states  in  the  Caspian  Sea  region.  To  assure  the  commercial 
viability  of  a  U.S.  company's  efforts  to  produce  oil  from  Kazakstan's  giant  Tengiz 
field,  for  example,  the  United  States  government  pressed  for  restructuring  of  the 
Caspian  Pipeline  Consortium  (made  up  of  several  U.S.  companies  and  the 
governments  of  Russia,  Kazakstan  and  Oman)  to  meet  the  standards  of 
international  financial  institutions. 

Similar  U.S.  government  advocacy  led  the  AIOC  (which  also  includes  several 
U.S.  and  foreign  oil  firms)  to  decide  on  a  multiple  pipeline  proposal  to  transport 
its  oil  from  the  Caspian  Sea  to  international  markets.  This  decision  resolved  the 
critical  issues  of  how  many  pipelines  would  be  laid,  and  along  which  routes, 
enhancing  the  security  of  oil  flow.  Construction  of  the  pipelines  themselves  is  a 
large  and  technically  challenging  project  which  is  also  of  interest  to  several  U.S. 
companies. 

The  U.S. -Ukraine  Joint  Commission  for  Trade  and  Investment  has  an  Energy 
Sector  Working  Group  that  has  focussed  on  reforms  necessary  to  unlock 
Ukraine's  energy  resources  (including  upstream  and  refining)  as  well  as  what  is 
necessary  to  increase  private  sector  investment  in  electric  power  generation. 

The  U.S.  State  Department  has  also  worked  with  an  American  oil  firm  in  a 
proposal  to  build  oil  and  gas  pipelines  from  Turkmenistan  through  Afghanistan 
to  Pakistan. 
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A  Ukraine  Electric  Power  Industry  Development  Conference  held  April  24-26, 
1996  in  conjunction  with  the  Ukrainian  Ministry  of  Power  and  Electrification, 
key  Ukrainian  industry  officials  and  over  25  U.S.  companies  explored 
opportunities  for  the  U.S.  electric  power  industry. 

The  U.S.  Department  of  Energy  (EXDE)  is  leading  an  effort  to  mitigate  the 
risks  associated  with  the  continued  operation  of  Soviet-designed  reactors  still 
in  operation  in  the  NIS  and  Eastern  Europe.  Through  this  program,  which  is 
budgeted  at  $180  million,  more  than  $  135  million  is  being  spent  directly  by 
U.S.  industries  to  provide  equipment  and  training  to  countries  operating 
Soviet-designed  reactors.  The  remainder  of  the  resources  for  this  program  are 
being  provided  by  national  laboratory  nuclear  experts  to  provide  direct 
support  to  the  plants.  Participation  in  DOE's  nuclear  safety  program  provides 
U.S.  industry  participants  the  opportunity  to  p>o$ition  themselves  for  follow-on 
business  in  the  NIS. 

U.S.  Government  Outreach  Programs  to  Expand 

U.S.  Business  Participation  in  the  Energy  Sector  of  the  NIS 

TTi€  IJ. S.  Department  of  Cotnmerce 

The  Ombudsman  for  Energy  and  Commercial  Cooperation  unth  the  NIS  is  the 
focus  of  the  Commerce  Department's  efforts  to  increase  trade  and  investment 
in  the  NIS.  The  Ombudsman  is  responsible  for  leading  our  efforts  to  press  for 
commercial  reforms,  advocating  for  and  protecting  the  commercial  interests  of 
U.S.  firms  and  overall  interagency  coordination  and  private  sector  outreach 
efforts  intended  to  expand  commercial  cooperation.  The  Ombudsman  works 
in  conjunction  with  opposite  numbers  in  the  NIS  nations. 

Business  Information  Service  for  the  Newly  Independent  States  (BISNIS)  is  an 
NIS-wide  business  information  clearinghouse  which  efficiently  handles 
150,000  inquiries  armually  including  many  energy  sector-related  queries. 

Special  American  Bttsiness  Internship  Training  (SABIT)  program  awards  grants  to 
U.S.  comfvanies  to  help  defray  the  costs  of  training  NIS  business,  government 
officials,  managers  and  scientists  in  the  U.S.  for  three  to  six  months.  The 
program  is  geared  towards  the  economic  transition  efforts  in  the  NIS  and 
focuses  specifically  on  ten  sectors,  including  energy  and  environmental 
technologies. 

American  Business  Centers  (ABC's)  are  a  network  of  logistical  service  facilities 
located  in  several  cities  in  Russia  and  the  NIS.  They  provide  office  space  and 
equipment,  market  research,  secretarial  services,  translation  services  and 
travel  arrangement  assistance  for  U.S.  companies  interested  in  conducting 
business  with  national  partners  but  lackmg  physical  presence  m  the  area. 
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While  the  ABC's  are  not  industry-specitic,  the  Center  in  Nizhnevartovsk  serves 
mainly  oil  and  gas-related  companies,  t;iven  its  proximity  to  some  ot  the  largest 
oil  and  gas  reserves  in  Russia.  Similarly,  the  ABC  in  Yuzhno-Sakhalinsk, 
operated  by  the  Foundation  tor  Russian-American  Economic  Cooperation, 
serves  a  large  number  of  oil  and  gas  industry-related  companies. 

The  Consortia  of  American  Businesses  in  the  Newly  Independent  States  (CABNIS) 
program  awards  seed  money  to  U.S.  business  consortia  of  tor-profit  firms 
interested  in  establishing  and  operating  offices  in  the  NIS.  On-site  consortia 
staff  work  with  the  U.S.  businesses  to  establish  relationships  with  relevant 
government  officials,  and  potential  business  partners.  Currently,  CABNIS 
has  one  oil  and  gas  industry-related  grantee  on  its  roster. 

U.S.  Department  of  Energy 

Office  of  Oil  and  Natural  Gas  Policy  maintains  a  list  of  both  U.S.  and  foreign 
energy  ventures  in  Russia  and  the  other  NIS  which  is  distributed  among  U.S. 
companies  that  may  have  an  interest  in  the  projects  in  that  region. 

The  Russian  American  Oil  and  Gas  Technology  Center  (RAOGTC)  located 
in  Tyumen,  Russia  is  an  activity  that  assists  U.S.  oil  and  gas  producers  and 
equipment  suppliers  in  locating,  assessing  and  exploiting  opportunities 
specifically  in  the  Russia/NlS  region. 

The  Center  for  Energy  Efficiency  (CENEF)  is  a  newly-established,  Moscow-based 
trade  facilitation  office  which  assists  U.S.  and  Russian  joint  ventures  on  energy 
efficiency.  With  the  help  of  the  U.S.  Agency  for  International  Development 
(USAID),  a  similar  center  has  been  established  in  Kiev,  Ukraine. 

Other  Industry  Outreach  by  the  U.S.  Government 

USAlDandthe  U.S.  Energy  Association  (USEA)  have  collaborated  to  provide 
funding  for  energy  partnerships  in  Russia  and  parts  of  the  NIS  to  carry  out  study 
tours  and  internships  in  the  U.S.  and  to  organize  seminars  in  the  NIS  on  utilizing 
industry  technology  and  management  practices. 

Together,  USAID  and  USEA  developed  the  Energy  Industry  Pannership 
Program  (EIPP)  to  match  U.S.  and  NIS  utilities  according  to  common  technical 
characteristics,  business  interests  or  even  previous  association.  Some  such 
partnerships  include  Southern  California  Utiliry  Consortium  and  Armenia's 
Armenergo;  the  Tennessee  Valley  Authority  and  the  Republic  of  Georgia's 
Sakenergo  and  Illinois  Power  and  Russia's  Nizhnovenergo  to  name  a  few. 
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The  Department  of  Energy's  Fossil  Energy  Office  co-sponsored  an  oil  and  gas 
conference  in  Houston  on  January  3 1 ,  1996,  with  USAID,  the  Ukrainian  State 
Committee  on  Oil  &.  Gas  and  the  Ukrainian  State  Committee  on  Geology  and 
Utilization  of  Mineral  Resources.  About  1 50  companies  participated  in  the 
conference. 
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Appendix  4 

Supporting  Budget  Information 


Table  A1.  TPCC  Program  Budget  Authority,  In  Millions  of  Dollars 

Change  from  FY  1997 

Change  from 

FY  1993 

FY  1994 

FYJ995 

FY  1996 

FY  1995  (Proposed) 

FY  1996 

Department  of  Agriculture 

2.049 

2.150 

1.681 

1.204 

(477) 

693 

(511) 

Department  of  Commerce 

185 

219 

236 

236 

(0) 

238 

2 

Department  of  Energy 

5 

10 

14 

9 

(6) 

11 

3 

Department  of  Labor 

1 

1 

1 

1 

0 

1 

0 

Department  of  State 

74 

93 

90 

92 

2 

103 

11 

Department  of  Transportation 

0 

34 

15 

20 

5 

21 

1 

Depanment  of  Treasury 

2 

2 

2 

2 

(0) 

2 

0 

Agency  for  Intenutional  Development      %9 

792 

657 

383 

(274) 

399 

16 

Environmental  Protection  Agency 

0 

11 

10 

1 

(9) 

0 

(1) 

Export-Import  BaiJc* 

792 

973 

793 

731 

(62) 

726 

(5) 

OPIC 

(136) 

(70) 

(81) 

(104) 

— 

(127) 

— 

Small  Business  Administration 

14 

10 

18 

13 

(5) 

13 

0 

Trade  and  Development  Agency** 

43 

59 

53 

52 

(1) 

45 

(7) 

U.S.  Information  Agency 

26 

29 

29 

27 

(2) 

28 

1 

U.S.  Trade  Representative 

20 

22 

21 

21 

(0) 

21 

1 

Toul*** 

4.180 

4,402 

3,620 

2.791 

(828) 

2,302 

(489) 

•       Ex-lm  Bank  figurei  mcludi  adnunistToave  expemes  and  suinidy  budget  authority 

and  art  net  ofnef^atwe  suhiidy  (i.e..  where  discounted     ^H 

expected  coih  flowi  exceed  amnaud  costs) 

Thefiguresme 

H 

**     for  IQ97 ,TOAmmTeceiveaan^enAathanKnMyeibeenesan)ated. 

H 

•••  ToiatdonomidKfcOPIC. 

_J 

HH^H 

^^^H 
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Tabic  A2.  Trade  Promotion  Expenditures  by 

Classification  and  Geographic  Region 

Budget  Ai 

thority,  in  Thousands  of  Dollars                          ^| 

FY  95 

FY  96 

FY  97  (Prpposed) 

I.     Negotiating  Open  Markets  and  Lowering/ 

Removing  Trade  Barriers 

125,680 

123.413 

133,259 

Multilateral  Participations 

32,176 

31,965 

40,017 

Worldwide 

24,027 

24,981 

33,652 

OECD 

2,335 

2,002 

1,825 

Central  and  Eastern  Europe 

642 

549 

500 

States 

1.732 

1,480 

1,348 

Latin  America  and  the  Caribbean 

932 

796 

726 

Sub-Saharan  Africa 

299 

256 

233 

Near  East/Saharan  Africa 

372 

318 

290 

Asia 

1,837 

1,584 

1,443 

Bilateral  Participadons 

81,318 

79,160 

80,529 

Worldwide 

57,430 

57,910 

59,442 

OECD 

6,717 

5,950 

5.900 

Central  and  Eastern  Europe 

1,891 

1,669 

1.656 

New  Independent  States 

4,820 

4,207 

4,163 

Latin  America  and  the  Caribbean 

2.936 

2,656 

2.644 

Sub-Saharan  Africa 

906 

818 

813 

Near  East/Saharan  Africa 

1,148 

1,044 

1.039 

Asia 

5.470 

4.906 

4,872 

Challenging  Unfair  Trade  Practices 

12,186 

12,288 

12,713 

Worldwide 

1,210 

12,124 

12,545 

OECD 

41 

82 

84 

Central  arnl  Eastern  Europe 

0 

0 

0 

New  Independent  States 

0 

0 

0 

Latin  America  and  the  Caribbean 

8 

16 

17 

Sub-Saharan  Africa 

0 

0 

0 

Near  Eiist/Saharan  Africa 

0 

0 

0 

Asia 

32 

66 

67 

II.    Combating  Foreign  Export  Subsidies 

1,028,465 

691,364 

569.165 

Worldwide 

24,723 

20,239 

337,565 

OECD 

29.400 

25,984 

22,977 

Central  and  E;istem  Eunipe 

29,590 

18,720 

16.554 

New  Independent  States 

58.550 

27,018 

23,891 

Litin  Ameriai  and  the  Ciiribbean 

114.255 

93,866 

66.748 

Sub-Saharan  Africa 

64.070 

8.770 

1,803 

Near  E;ist/Sal»anin  Africa 

375.299 

352.997 

3,631 

Asia 

332.578 

143.768 

95,996 

■^^^H 
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Table  A2.  Trade  Promotion  .Expenditures  by 

Classification  and  Geographic  Region  (Cont'd) 

Budget  Authority,  in  Thousands  of  Dollars                       ^| 

FY  95 

FY  96 

FY  97  (Prpposed). 

III.  Financing  and  Insuring  U.S.  Trade 

and  Investment 

1,296.720 

1,086.170 

685.244 

Finance 

642,848 

678,100 

577,363 

Worldwide 

5,430 

16,591 

233.274 

OECD 

34,554 

38,605 

34,137 

Central  and  Eastern  Europe 

47,073 

41,452 

24,594 

New  Independent  States 

206,858 

184,129 

35,495 

Latin  America  and  the  Caribbean 

142,709 

171,697 

99,168 

Sub-Saharan  Africa 

31,996 

34,495 

2,678 

Near  East/Saharan  Africa 

22,008 

25,368 

5,394 

Asia 

163,079 

198,945 

142.622 

Insurance 

653,872 

408,070 

107,881 

Worldwide 

124,913 

25.320 

90,737 

OECD 

44 

9 

32 

Central  and  Eastern  Europe 

31,811 

1.889 

0 

New  Independent  States 

5,049 

7.555 

0 

Latin  America  and  the  Caribbean 

278,780 

208,840 

16,616 

Sub-Saharan  Africa 

21,533 

1,957 

232 

Near  East/Saharan  Africa 

103,111 

124.672 

74 

Asia 

88.631 

37.829 

190 

TV.    Providing  Information/Counseling/ 

Export'Assistance  Services 

256,727 

256,003 

261,486 

Counseling 

70,067 

73,156 

75,478 

Worldwide 

4,896 

4.415 

4,325 

OECD 

19.380 

20,493 

21,212 

Central  and  Eastern  Europe 

4,792 

5.050 

5,227 

New  Independent  States 

4.551 

4,795 

4,963 

Latin  America  and  the  Caribbean 

10,469 

11,031 

11,418 

Sub-Saharan  Africa 

2,112 

2,225 

2.303 

Near  East/Saharan  Africa 

4,261 

4,490 

4.647 

Asia 

19,606 

20,659 

21,383 

Generating  and  Providing  Information 

123,273 

118,377 

121,318 

Worldwide 

44,023 

38,776 

38,474 

OECD 

25,722 

25,765 

27,279 

Central  and  Eiistem  Europe 

7,986 

8,318 

8,459 

New  Independent  States 

4,094 

4.100 

4,060 

Litin  America  and  the  Qiribbean 

12,557 

12,648 

13,073 

Sub-Saharan  Africa 

2.363 

2.406 

2,411 

Near  East/Saharan  Africa 

5,528 

5,497 

5,879 

Asia 

21,000 

20,867 

21,683 
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Table  A2.  Trade  Promotion  Expenditures  by 
Classification  and  Geographic  Region  (Cont'd) 


Budget  Authority,  in  Thousands  of  Dollars                         | 

FY  95 

FY  96 

FY  97  (ProDOsed) 

Trade  Events 

63,387 

64.470 

64,690 

Worldwide 

1,915 

1,146 

2,561 

OECD 

18.252 

18,510 

18,521 

Central  and  Eastern  Europe 

4,498 

4,711 

4,564 

New  Independent  States 

4,271 

4,311 

4.334 

Latin  America  and  the  Caribbean 

10,051 

10.427 

9,970 

Sub-Saharan  Africa 

1,982 

2.032 

2,011 

Near  East/Saharan  Africa 

3,999 

4.056 

4,058 

Asia 

18.420 

19.277 

18,671 

V     Providing  Govemment-to-Govemment  Advocacy 

on  Behalf  of  U.S.  Business 

46,149 

48,265 

50.481 

Worldwide 

24,955 

25,295 

26,370 

OECD 

5,386 

5,837 

6,127 

Central  and  Eastern  Europe 

1,840 

1,994 

2.093 

New  Independent  States 

1,074 

1.164 

1,222 

Latin  America  and  the  Caribbean 

3,973 

4,306 

4,520 

Sub-Saharan  Africa 

850 

921 

967 

Near  East/Saharan  Africa 

1,548 

1,678 

1.761 

Asia 

6,523 

7.069 

7.420 

VI.  Funding  Feasibility  Studies  on  Major 

Infrastructure  and  Development  Projects 

52,880 

51,650 

45.000 

Worldwide 

73 

150 

200 

OECD 

0 

0 

0 

Central  and  Eastern  Europe 

10,177 

15.000 

13,000 

New  Independent  States.. 

19,245 

13.000 

11,300 

Latin  America  and  the  Caribbean 

9,637 

7,500 

6,500 

Sub-Saharan  Africa 

3,466 

3,500 

3,000 

Near  East/Saharan  Africa 

2,033 

3,000 

2,600 

Asia 

8,248 

9,500 

8,400 

^^^^1 
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Table  A2.  Trade  Promotion  Expenditures  by 
Classification  and  Geographic  Region  (Cont'd) 


Budget  Authority,  in  Thousands  of  Dollars                      ^| 

FY  95 

FY  96 

FY  97  (Prpposed) 

VII.    Developing  Foreign  Markets  for  U.S. 

Goods  and  Services 

813,110 

534.500 

557.387 

Worldwide 

699.682 

441,36 

557,387 

OECD 

57,487 

48,278 

0 

Central  and  Eastern  Europe 

6,918 

3,901 

0 

New  Independent  States 

2,218 

1,315 

0 

Latin  America  and  the  Caribbean 

13,315 

9,555 

0 

Sub'Sahatan  Africa 

1,170 

933 

0 

Near  East/Saharan  Africa 

6,334 

4,914 

0 

Asia 

25,986 

24,236 

0 

TOTAL 

3,619.731 

2,791.365 

2,302,022 

Worldwide 

1,013,310 

635,132 

1,396,532 

OECD 

199,319 

191,516 

138,094 

Central  and  Eastern  Europe 

147,219 

103,253 

76,647 

New  Independent  States 

312,462 

253.074 

90,777 

Latin  America  and  the  Caribbean 

599,623 

533,338 

231,400 

Sub-Saharan  Africa 

130.746 

58,313 

16,451 

Near  East/Saharan  Africa 

525.642 

528,033 

29,373 

Asia 

691,410 

488,705 

322,749 

Nour    Tahfcmcliufesiiua/romOPJC.  hujndxocalsandloulscon/or 

mwtthtMel 

^^ 

^^^_ 
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Tabic  A3.  Trade  Promotion  Expenditures  by 

o 

Classification  and  Industrial  Sector 

Budget  Authority,  in 

Thousands  of  Dollars 

1 

FY  95 

FY  96    FY  97  (Pronosed)                     ■ 

I.     Negotiating  Open  Markets  and  Lowering/ 

Removing  Trade  Barriers 

125,680 

123,413 

133,259 

Multilateral  Participations 

32,176 

31,965 

40,017 

Agriculture,  Forestry  &.  Fishing 

1,589 

2,380 

2,451 

Mining 

199 

170 

155 

Construction 

59 

50 

46 

Manufacturing 

4,565 

3,919 

3,571 

Transportation  &  Public  Utilities 

0 

0 

0 

Wholesale  Trade 

0 

0 

0 

Retail  Trade 

0 

0 

0 

Finance,  Insurance  &  Real  Estate 

558 

475 

464 

Services 

614 

527 

481 

Not  differentiated  by  sector 

24,592 

24,444 

32,849 

Bilateral  Participations 

81.318 

79,160 

80.529 

Agriculture,  Forestry  &  Fishing 

2,161 

2,217 

2,284 

Mining 

539 

467 

461 

Construction 

160 

139 

137 

Manufacturing 

12,391 

10,778 

10,654 

Transportation  &.  Public  Utilities 

0 

0 

0 

Wholesale  Trade 

0 

0 

0 

Retail  Trade 

0 

0 

0 

Finance,  Insurance  &  Real  Estate 

655 

568 

563 

Services 

1,666 

1,451 

1,434 

Not  differentiated  by  sector 

63,745 

63,540 

64,995 

Challenging  Unfair  Trade  Practices 

12,186 

12,288 

12,713 

Agriculture,  Ftirestry  &  Fishing 

0 

0 

0 

Mining 

0 

0 

0 

Construction 

0 

0 

0 

M^mufacturing 

0 

0 

0 

Transportiition  &  Public  Utilities 

0 

0 

0 

Wholesale  Trade 

0 

0 

0 

Retail  Trade 

0 

0 

0 

Finance,  Insurance  <Si  Real  Estate 

0 

0 

0 

Services 

0 

0 

0 

Not  differentiated  by  sector 

12,186 

12.288 

12,713 
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Table  A3.  Trade  Promotion  Expenditures  by 

Classification  and  Industrial  Sect 

or  (Cont'd) 

Butlget  Authority,  in 

Thousands  of  Dollars 

1 

FY  95 

FY  96     FY  97  (Prooosed)                H 

11.    Combating  Foreign  Expect  Subsidies 

1,028,465 

691,364 

569,165 

Agriculture,  Forestry  &  Fidiing 

769,343 

409,241 

318.623 

Mining 

1,568 

1,751 

1,549 

Construction 

16,499 

18.433 

16,299 

Manufacturing 

48.982 

54.725 

48,392 

Transportaoon  &  Public  Utiliries 

56,409 

63,023 

55,729 

>XaioIesale  Trade 

28,808 

32,186 

28,461 

Retail  Trade 

719 

804 

710 

Finance,  Insurance  &  Real  Estate 

4,883 

5,455 

4,824 

Services 

64.350 

71,895 

63,574 

Not  differentiated  by  sector 

36,904 

33,849 

31,001 

111.  Financing  and  Insuring  U.S.  Trade 

and  Investment 

1,296,720 

1,086,170 

685,244 

Finance 

642,848 

678,100 

577,363 

Agriculture,  Foiestry  &  Fishing 

240,202 

246.395 

150.938 

Mining 

4,965 

2,602 

2.301 

Q-instruction 

24,648 

27,386 

24,217 

Manufacturing 

75,272 

85,485 

71,896 

Transportation  &  Public  Utilities 

108,507 

132,513 

103,997 

Wholesale  Trade 

42,801 

47,819 

42,285 

Retail  Tr^le 

1.069 

1,194 

1,056 

Finance,  Insurance  &  Real  Estate 

52,312 

55,216 

7,167 

Services 

95,605 

106,875 

94,453 

Not  differentiated  by  sector 

0 

0 

79,053 

Insurance 

653,872 

408,070 

107,881 

Agriculture,  Forestry  &  Fishing 

504,958 

377,731 

3,865 

Minini: 

902 

188 

644 

Ginstructiim 

9.489 

1,984 

6,773 

Miinufncturing 

28.171 

5.890 

20,108 

Transponation  &  Public  Utilities 

32,442 

6,783 

23,157 

Wholesiilc  Trade 

16,568 

3,464 

11,827 

Retail  Tr.ide 

414 

87 

295 

Finance,  InsuratKc  &  Re:il  Estate 

2,808 

S87 

2,005 

Siervices 

37,009 

7,737 

26,417 

Not  differentiated  by  sect«>r 

21,112 

3.620 

12,791 
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Table  A3.  Trade  Promotion  Expenditures  by 

Classification  and  Industrial  Sector  (Cont'd) 

Budget  Authority,  in 

Thousands  of  Dollars 

1 

n95 

FY  96    FY  97  (Prvwsfd)               ■ 

IV.   Providing  InformationA^oungeling/ 

Export'Assistance  Services 

256,727 

256,003 

261.486 

Counseling 

70,067 

73,156 

75,478 

Agriculture,  Forestry  &  Fishing 

3,367 

3,551 

3,676 

Mining 

1,820 

1,920 

1,987 

Construction 

3,905 

4,119 

4,263 

Manufacturing 

48,410 

51,061 

52,852 

Transportation  &  Public  Utilities 

3,986 

4,125 

4,193 

Wholesale  Trade 

1,048 

1,105 

1,144 

Retail  Trade 

0 

0 

0 

Finance,  Insurance  &  Real  Estate 

695 

733 

759 

Services 

26 

766 

793 

Not  differentiated  by  sector 

6,110 

5,776 

5,811 

Generating  and  Providing  Infoimation 

123,273 

118,377 

121,318 

Agriculture,  Forestry  &  Fishing 

31,200 

32,112 

36,255 

Mining 

1,428 

1,412 

1.386 

Construction 

3,064 

3,029 

2.973 

Manufacturing 

37,983 

37,555 

36.860 

Transportation  &  Public  Utilities 

3,013 

2,979 

2.924 

Wholesale  Trade 

822 

813 

798 

Retail  Trade 

0 

0 

0 

Finance,  Insurance  &  Real  Estate 

545 

539 

529 

Services 

569 

563 

553 

Not  differentiated  by  sector 

44,648 

39,374 

39.039 

Trade  Events 

63,387 

64,470 

64,690 

Agriculture,  Forestry  &  Fishing 

3,759 

4,461 

4,476 

Mining 

1,710 

1,734 

1,735 

Construction 

3,668 

3,720 

3,722 

Manufacturing 

45,478 

46,120 

46,149 

Transportation  &  Public  Utilities 

3,608 

3,659 

3,661 

Wholesale  Trade 

985 

999 

999 

Retail  Trade 

0 

0 

0 

Finance,  Insurance  &  Real  Estate 

653 

662 

663 

Services 

682 

692 

692 

Not  differentiated  by  sector 

2.844 

2.424 

2.593 
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Tabic  A3.  Trade  Promotion  Expenditures  by 
Classification  and  Industrial  Sector  (Cont'd) 


Budget 

Authority,  in 

Thousands  of  Dollars 

1 

FY  95 

FY  96    FY  97  (ProDosed)                 ■ 

V.     Providing  Govemment-to-Govaiinient  Advocacy 

on  Behalf  of  U.S.  Business 

46,149 

48,265 

50,481 

Agriculture,  Forestry  &  Filing. 

0 

0 

0 

Mining 

0 

0 

0 

Construction 

0 

0 

0 

Manufacturing 

20,308 

22,009 

23,102 

Transportation  &  EHiblic  Utilities 

20 

20 

20 

Wholesale  Trade 

0 

0 

0 

Retail  Trade 

0 

0 

0 

Finance,  Insurance  &  Real  Estate 

0 

0 

0 

Services 

1,068 

1,158 

1,215 

Not  differentiated  by  sector 

24,753 

25,078 

26,144 

VI.  Funding  Feasibility  Studies  on  Major 

Infrastructure  and  Devdopment  Projects 

52,880 

51,650 

45,000 

Agriculture,  Forestry  &  Fishing 

0 

0 

0 

Mining 

0 

0 

0 

Construction 

0 

0 

0 

Manufiicniring 

0 

0 

0 

Transportation  &  Public  Utilities 

0 

0 

0 

Wholesale  Trade 

0 

0 

0 

Retail  Trade 

0 

0 

0 

Finance,  Insurance  &  Real  Estate 

0 

0 

0 

Services 

0 

0 

0 

Not  differentiated  by  sector 

52,880 

51,650 

45,000 
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The  Njtional  Export  Strategy 


Tal)lc  A3.  Trade  Promotion  Expenditures  by 
Classification  and  Industrial  Sector  (Cont'd) 


Budget  Authority,  in 

Thousands  of  Dollars                                         ^| 

FY  95 

FY  96 

FY  97  (Pronosed) 

VII.Developing  Foreign  Markets  for  U.S. 

Goods  and  Services 

813,110 

534,500 

557,387 

Agriculture,  Forestry  &  Fishing 

134,171 

143,727 

149,981 

Miniiig 

0 

0 

0 

Construction 

0 

0 

0 

Manufacturing 

2,500 

1,500 

1.500 

Transportation  &  Public  Utilities 

1 

1 

1 

Wholesale  Trade 

0 

0 

0 

Retail  Trade 

0 

0 

0 

Finance,  Insurance  &  Real  Estate 

0 

0 

0 

Services 

0 

0 

0 

Not  differentiated  by  sector 

676,438 

389.272 

405,905 

TOTAL 

3,619,731 

2,791,365 

2,302,022 

Agriculture,  Forestry  &  Fishing 

1,690,749 

1,221,815 

672.548 

Mining 

13,130 

10,244 

10,217 

Construction 

61,491 

58,861 

58,432 

Manufacturing 

324,059 

319,042 

315,085 

Transportation  &  Public  Utilities 

207,986 

213,103 

193,682 

Wholesale  Trade 

91,033 

86,387 

85,514 

Retail  Trade 

2,202 

2.085 

2,062 

Finance,  Insurance  &  Real  Estate 

63,109 

64,236 

16.973 

Services 

202,291 

191,665 

189.613 

Not  differentiated  by  sector 

966,213 

651,315 

757.894 

Nine:  Table  includes  data  from  OPIC,  but  subtotals  and  totals  conform  with  table  2 

^_^^ 
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A  Strategic  Response 


Table  A4.  Trade  Promotion  Expenditures  by 

Classification  and  Business  Size 

Budget  Authority,  in  Thousands  of  Dollars                      ^| 

FY  95 

FY?6 

FY  97  (ProDosed) 

I.      Negotiating  Open  Markets  and  Lowering/ 

Removing  Trade  Barriers 

125.680 

123,41 

133,259 

Multilateral  Participations 

32.176 

31,965 

40,017 

Small 

2,430 

2.082 

1,898 

Medium 

213 

182 

166 

Large 

395 

338 

308 

Not  differentiated  by  size 

29,139 

29,362 

37,645 

Bilateral  Participations 

81,318 

79.160 

80,529 

Small 

6,595 

5,727 

5.661 

Medium 

577 

501 

495 

Large 

1,072 

931 

920 

Not  differentiated  by  size 

73.074 

72,001 

73,453 

Challenging  Unfair  Trade  Practices 

12.186 

12,288 

12.713 

Small 

0 

0 

0 

Medium 

0 

0 

0 

Large 

0 

0 

0 

Not  differentiated  by  size 

12,186 

12,288 

12,713 

IL    Combating  Foreign  Export  Subsidies 

1,028,465 

691,364 

569,165 

Small 

32,802 

36,648 

32.407 

Medium 

0 

0 

0 

Large 

0 

0 

0 

Not  differentiated  by  size 

995.663 

654.716 

536,758 

III.  Financing  and  Insuring  U.S.  Trade 

and  Investment 

1.296,720 

1.086.170 

685.244 

Finance 

642.848 

678.100 

577.363 

Small 

79.567 

89,107 

48,147 

Medium 

0 

0 

0 

Large 

0 

0 

0 

Not  differentiated  by  size 

563.281 

588,993 

529,216 

254 


The  Notional  Export  Strategy 


Table  A4.  Trade  Promotion  Expenditures  by 

Classification  and  Business  Size 

Budget  Authority,  in 

Thousands  of  Dollars 

1 

FY  95 

n%   FY  97  (Prgpotd)               ^ 

Insurance 

653,872 

408,070 

107,881 

Small 

55,653 

11,635 

39,725 

Medium 

0 

0 

0 

Large 

0 

0 

0 

Not  differentiated  by  size 

598,219 

396,435 

68.156 

IV.   Providing  Information/Counseling/ 

Export-Assistance  Services 

256,727 

256,003 

261,486 

Counseling 

70,067 

73,156 

75,478 

Small 

28,693 

30,264 

31,326 

Medium 

12,604 

13.294 

13,761 

Large 

11,099 

11.707 

12,118 

Not  differentiated  by  size 

17.671 

17.890 

18.273 

Generating  and  Providing  Information 

123,273 

118,377 

121,318 

Small 

22.513 

22.259 

21.848 

Medium 

9.889 

9.778 

9,597 

Large 

8.708 

8.610 

8.451 

Not  differentiattd  by  size. 

82,162 

77,729 

81,422 

Trade  Events 

63.387 

64.470 

64,690 

Small 

26,955 

27,336 

27,353 

Medium 

11,841 

12,008 

12,016 

Large 

10,427 

10.574 

10,581 

Not  differentiated  by  size. 

14.164 

14.552 

14,741 

V.   Providing  Govemment'to-Govemment  Advocacy 

on  Behalf  of  U.S.  Business 

63,388 

48.265 

50,481 

Small 

10.361 

11,229 

11,786 

Medium 

5,180 

5,614 

5,893 

Large 

5,180 

5,614 

5,893 

Not  differentiated  by  size 

42,667 

25,807 

26,908 

228 


Appendix  4 


255 


A  Strategic  Response 


Table  A4.  Trade  Promotion  Expenditures  by 
Classification  and  Business  Size 


Budget  Authority,  in 

Thousands  of  Dollars 

1 

FY  95 

FY  96    FY  97  (Proi>osed)                 B 

VI.  Funding  Feasibility  Studies  on  Major 

Infrastructure  and  Development  Projects 

52.880 

51,650 

45.000 

Small 

15.864 

15.495 

13,500 

Medium 

0 

0 

0 

Large 

0 

0 

0 

Not  differentiated  by  size 

37,016 

36,155 

31,500 

VII.Developing  Foreign  Markets  for  U.S. 

Goods  and  Services 

813,110 

534,500 

557.387 

Small 

0 

0 

0 

Medium 

0 

0 

0 

Large 

0 

0 

0 

Not  differentiated  by  size 

813.110 

534,500 

557.387 

TOTAL 

3,619,731 

2,791,365 

2,302,022 

Small 

281.433 

251,783 

233,651 

Medium 

40.305 

41,379 

41,928 

Large 

36,881 

37,775 

38,271 

Not  differentiated  by  size 

3,278.351 

2,460.429 

1,988,172 

Note:  Table  includes  data  from  OPIC.  but  subtotals  and  totals  con 

orm  with  table  2. 

^^^^ 
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The  Ndliundl  Exfjurt  Strdltigy 


Figure  A1 .  TPCC  Spending  by  Agency 


FY  1993 
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A  Strategic  Response 


Figure  A2.  TPCC  Spending  by  Category 


FY  1993 
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The  National  Export  Stratt^y 


Figure  A3.  Trade  Promotion  by  Geographic  Region,  Sector,  and  Firm  Size 
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